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AND NOW IT LOOKS 
THE PART 


It is one thing to offer a house, 
a suit of clothes or a dictating 
machine that provides shelter, 
covers the body or records 
speech. It is quite another 
thing to give those products the 
style that makes them pleasant 
to live in, wear or have on your 
desk. 

A product that is made to 
save time must look the part— 
have fleetness and speed in 
appearance. A product that 
simplifies the executive’s daily 
routine fits into that role in- 


' . finitely better when it is simple 


and forthright in appearance. 
If it is easy to use, it must be 
made to look easy to use. (The 
man who is using the Dicta- 
phone in this picture is indicat- 


ing on the Automatic Monitor 
that he has changed his mind.) 

This philosophy of contem- 
porary design has been applied 
to the most widely used ma- 
chine of its kind in America— 
the Dictaphone. In appear- 
ance the new Model 12 Dicta- 
phone now measures up to the 
high engineering standard 
which this dictating machine 
has maintained continuously 
for over 48 years. 

If you have not seen the new 
Dictaphone at the Century of 
Progress Exposition at Chicago, 
you may see it completely, in 
picture form, by writing or 
*phoning the Dictaphone office 
in your city for a copy of the 
new ‘‘Progress’’ book. 

0 
Dictaphone Sales Corporation, 
420 Lexington Avenue, N.Y.C. 
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This monthly compilation can 
be of continuous help in keep- 
ing you up to date on all the 
securities in which you are in- 
terested, and in checking 
changes in the outlook for se- 
curities you have previously 
purchased. 


In today’s market, you need 
the guidance of Adjustable 
Stock Ratings so that you 
can— 

—Know what companies offer 


the soundest profit possibili- 
ties. 


—Know which industries are 
progressing—which are at a 
standstill. 


—Avoid companies not likely 
to keep pace with recovery. 


—See at a glance any danger 
signals on previous pur- 
chases. 


—Have all thé essential facts 
all the time. 

112 pages, monthly, of brief 

statistical reviews and expert 

ratings of over 1500 listed 

securities — alphabetically 

arranged. 


Issued on the 15th of every 
month. 
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90 Broad Street, New York 
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monthly for one year. 
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An open letter- 
TO INVESTORS AWAITING A RESUMPTION OF THE ADVANCE 


Every investor is looking forward to the time when any 
losses will be recovered through a ccntinuation of the 
advance. Many are of the opinion that the present is a 
critical and uncertain period--in which respect they 
are correct. However, many are also of the belief that 
nothing can be dcne at the mcment toward building 
profits and preventing further loss--and in this 
respect they are wrong. 


The present is particularly suited for taking the 
initial steps necessary to ccme out "on top". By this 
we do not mean indiscriminate purchases. We refer 
instead to the eliminaticn of holdings the future of 
which is definitely cloudy--securities which may be 
expected to lag behind the market for some time to 
ecme. Such situaticns should be disposed of promptly 
and the funds reinvested in securities-which will be 
certain to participate to.the greatest extent in the 
eccntinuing advance of the inflation market. 


We shall be glad to examine your present list of 
holdings and tell you whether any should be switched at 
this time. We will also tell you how our service 
operates and what our charge would be for supervising 
your holdings cver the next twelve mcnths. Simply send 
us your list and indicate the amount of additional 
liquid capital. The informaticn will be held in 
absolute ccnfidence and you will be under no obliga- 
tion. ; 
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Odd 
Lots 


The advantages of Odd 
Lot purchasing are 
many, but the predomi- 
nating feature is— 
added margin of safety 
not otherwise obtain- 
able. 


How much more secure 
you are with ten shares 
of stock in ten different 
leading industries than 
you would be with a 
hundred shares in one. 


This is the conserva- 
tism in Odd Lot buying. 





Ask for Booklet M.W. 592 


100 
Share Lots 


JjohnMuir&@. 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 
































Censorship 

The Magazine of Wall Street rejects 
more advertising per issue than any 
other financial publication. The high 
standards demanded by The Magazine 
of Wall Street assure our readers of 
the reliable source of information an- 
nounced by our advertisers. Bankers, 
institutions and investors read _ the 
Magazine to gain information of the 
offering of responsible firms. 
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Protect Your Interests 


sion have had one beneficial re- 

sult which is beginning to show 
itself in positive form. Investors and 
the public generally have become far 
more alert and watchful as regards 
fnancial and corporate developments. 
We are not speaking of uninformed 
and prejudiced criticism of “Wall 
Street” and of the Stock Exchange. 
Of this there has been plenty. 

Those who have authority over our 
markets have taken various important 
steps to protect the public from abuses. 
Gradually the regulations of the Stock 
Exchange have been tightened, enforc- 
ing more conservative brokerage house 
policies and requiring improved stand- 
ards of accounting and more frequent, 
as well as more detailed, publicity from 
corporations whose securities are listed. 
The Federal Securities Act, placing 
rigid restrictions and qualifications up- 
on the sale of new securities, has been 
adopted for the investor's protection. 

The practice of fraud of any kind 


7 « painful losses of the depres- 


has been made difficult. It is worth 
pointing out, however, that only a 
fractional portion of the heavy losses 
of recent years can possibly be blamed 
upon deliberate fraud or deceit. So 
far as losses are concerned, the remedies 
outlined above do not go to the heart 
of the matter. Most mistakes of cor- 
porate management are founded upon 
fallible human judgment. No amount 
of legislation or Stock Exchange rules 
can protect stockholders as effectively 
as they can protect themselves by in- 
telligent organization. 

The present mood of stockholders 
generally points to progress along this 
line. There have been two recent ex- 
amples of it. The management and 
bankers of Armour & Co. of Illinois 
drew up and sought to put through a 
plan of capital readjustment and simpli- 
fication. We need not consider the 
merits or faults of this plan. What is 
of interest is that a group of minority 
shareholders offered aggressive and in- 
telligent criticism of and opposition tc 


the proposal, with the result that it was 
withdrawn. 

The second example is the recent in- 
corporation of the Montgomery Ward 
Stockholders’ Association in Illinois. 
Its announced purpose is “to place on 
the board of directors men of greater 
experience in the company’s field, with 
a view to improving earnings.” The 
movement appears to be led by several 
stockholders of reputable business and 
industrial standing. They may or may 
not have cause for criticism. We do 
not profess to know. The point of in- 
terest is that they have adopted an in- 
telligent method of protecting what 
they believe to be their best interests. 
If they can offer any suggestions of 
practical value their intervention will 
justify itself. 

Destructive criticism will do no good. 
What is needed is constructive criti- 
cism. The carelessness with which 
stockholders sign virtually any proxy 
that arrives in the mail is to be de- 
plored. Look out for yourself! 
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Business Recovery Now Hinges on Consumption 


—Will the drive to force consumption be 
successful enough to speed up industry? 


By THEoporE M. KNApPEN 


—What do the forward orders for fall and 
spring delivery show? 


This article analyzes the orders on the books of the manufacturers as well as the possibilities 
( ; It is one of the most practical and important articles we have pub- 
lished this year and is particularly timely in view of the present lull in business activity. 


The Real Facts About the Gold Stocks 


for retail trade this fall. 


To what extent will the gold mining companies benefit by the free gold market? 
they be affected by France’s departure from the gold standard? 


By J. C. CrirFrorp 


How will 


When stability of currencies 


is ultimately achieved how will gold fare in the revaluation and in the inevitable international 


contest to acquire the metal? 
Some are selling on a far more conservative basis than others. 


shares ? 


why and points out the prospect and the opportunities. 


Are these possibilities discounted in the present price of gold 


This article tells you 


Sound Equities for Safety, Income and Profit 
Specially Selected by The Magazine of Wall Street Staff 


This feature analyzes stocks which are candidates for your investment backlog. Selections will 
be made from the best managed and strongest companies in leading industries: which have 
promise of continuing to afford a fair return and whose business prospects are such as to war- 
rant the expectation of substantially higher values. 
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Profit Now by Removing the Guesswork 


from Your Investments 


Timely, practical and simple—the principles set forth in this 
new book can be equally profitable to the newer investor and 
the experienced trader alike. They remove guesswork and pro- 
vide a direct and usable investment technique particularly 
adapted to today’s markets. 


What to Consider When 
Buying Securities Today 


By A. T. MILLER 
160 pages, flexible blue binding 


Here, the author of The Magazine of Wall Street’s fortnightly market fore- 
cast explains this whole profitable subject so that it may be readily under- 
stood and its methods applied to the individual needs of various investors. 
Beginning with a practical discussion of the pros and cons of practical 
dynamic economics, he takes the reader through the important phases of 
currency and credit inflation. Then he discusses the advantages and 
disadvantages of various types of securities as a result of the current busi- 
ness situation, together with the factors to be considered in taking advan- 
tage of speculative and investment opportunities in bonds, preferred and 
common stocks. The entire field of investment and profit opportunities 
are covered, and include valuable pointers in detecting buying, selling and 
switching signals. 

This book is, we sincerely believe, the most valuable and useful of the 
many we have published. Its principles, used in conjunction with The 
Magazine of Wall Street, should enable you to profit to the utmost from 
your present holdings and by coming opportunities as they develop. 


You Can Have This Book— 
Free If You Subscribe Now 


This book was prepared for The Magazine of Wall Street subscribers. It is 
not for general sale. And, because of the cost of preparation, it can be 
offered only with yearly subscriptions. You can secure a copy by entering 
or extending your subscription now. 


Enjoy the Privileges of Our 
Personal Inquiry Service — Free 


The Personal Inquiry Service is at the command of subscribers to The 
Magazine of Wall Street—and subscribers only. It is ready to reply by 
letter or by wire at any time concerning securities you hold or consider 
buying. We only ask that inquiries be limited to not more than three 
stocks or bonds at any one time to facilitate prompt replies. This service 
alone may repay you many times over the cost of a subscription by just 
one suggestion or opinion. 
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— New Financing 

— Recovery Must Be Financed 
— The Gold Order 


LINK 


THE MISSING 0 ay te in business activ- 


ity thus far has centered 
very largely in consumption 


goods. Only mild stimulation has been felt in the - 


heavier industries dealing with durable or production 
goods. In particular, construction, while up from a 
point not far removed from zero, still lags at a level 
of extreme depression. Its present volume is no more 
than one-fifth of what formerly was regarded as nor- 
mal. Consumption industries, dealing in necessities of 
daily life, are relatively stable in good times or bad. 
The fluctuations of the heavy industries, making dur- 
able or capital goods, have always in the past been the 
most important influence making for prosperity or 
depression. This fact is of arresting concern, even to 
those who most fervently hope that the New Deal 


C.G. Wyckoff 
Publisher 


Associate Editor 


The Trend of Events 


will lead us eventually to better ways and times. 

Nor has it been overlooked by Washington in its 
broad effort to spread purchasing power, to raise prices 
of depressed raw materials and to bring back pros- 
perity. It was in tacit recognition of the missing link 
—construction—that Congress: authorized 3,300 mil- 
lions of dollars to be expended on public works. This 
was to fill the gap left by the absence of private con- 
struction and to act as a business primer. Nearly half 
of the authorized sum has been appropriated, without 
yet causing a noticeable ripple in the heavy industries. 
Secretary Ickes is making a praiseworthy effort to speed 
up projects thus financed. 

At best, however, much of the expenditure will be 
spread over several years, for it is not humanly possible 
to complete some of the chief undertakings, such 
as the Tri-Borough Bridge in New York City and a 
new vehicular tunnel under the Hudson River, in 
less than four or five years. The Administration is well 
aware of the difficulties. The “Brain Trust” is think- 
ing hard to devise some program of artificial stimulation 
for that all-important section of industry which is not 
participating proportionately in revival and for which 
N R A can do little or nothing. Short of a vast exten- 
sion of credit or subsidy by the Government itself in 
the interest of revival of construction, it is difficult to 
see any practical solution. The 3,300 millions for pub- 
lic works, although a large addition to the national debt, 
will do some good. Yet it-is a-drop in the bucket in 
comparison with the normal annual volume of produc- 
tion industries. 
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Theodore M. Knappen 


UP TO THE 


N the hands of Johnny Consumer, 
CONSUMER 


for whose benefit President Roose- 
velt chiefly is laboring, now lies 
the answer to that vexing question that all business is 
asking: to wit, will there be an early autumn extension 
of the basic economic revival? Production had done 
its bit by mid-July, piling up plentiful stocks under 
the spur of advancing prices and the promise of en- 
larged and broadened purchasing power. Production 
now is resting, waiting to see how existing stocks will 
move in the autumn season recently opened. If public 
buying at the higher price level is in satisfactory vol- 
ume, factory wheels will again turn faster and goods 
will be made in quantity for next spring. The evidence 
thus far is favorable, but not conclusive. Current dol- 
lar sales of department stores and chain store systems 
are reported anywhere from 10 to 30 per cent above 
the level of a year ago. Larger payrolls and higher 
farm prices have added fully 5 billions of dollars to 
the national income. Soon the N R A “Buy Now” 
campaign will be in full swing, exhorting consumers 
in the interest of the Nation’s welfare—and therefore 
of their own—to flock to the stores and buy. We 
doubt that Johnny Consumer needs to be urged in this 
fashion. He is a free spender when he has it. 
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NEW HINGS have happened to the 
FINANCING new capital market. Once it 

; played a major part in the ex- 
panding phase of the business cycle. Now it is deader 
than the proverbial doornail. Even in depression there 
is normally a large accumulation of surplus funds, a 
potential reservoir of renewed investment. Owners of 
this capital in the past could be counted on to shake 
off timidity and put it to work at the first sign of a 
basic turn for the better in the economic picture. A 
large portion of such savings went into new securities 
—usually corporate bonds in the early stage of busi- 
ness revival. Now, however, public offerings of new 
securities are at a minimum. Admittedly, the need 
for fresh capital expansion is far less than after past 
depressions. Few corporations are in need of enlarged 
facilities. New enterprises of any size are not numer- 
ous. Yet there are other reasons. For one thing, the 
capital market remains timid and uncertain while the 
threat of inflation lurks over it. For another, the 
Federal Securities Act imposes severe, even though well 
merited, restrictions on the promotion of new offer- 
ings. For some time to come, therefore, new security 
issues will be confined to such municipalities as have 
borrowing power left and to the Federal Government, 
whose borrowing power thus far remains unquestioned. 
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RECOVERY MUST 
BE FINANCED 


F business revival is to 
make further progress, 
; carrying payrolls and 
purchasing power upward iin its march, the - wheels 
of -industry and commerce must be more liberally 
larded with the grease of credit. ‘We have never had 
prosperity without expansion of bank credit. ‘Without 
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bank credit, or its equivalent, we are not likely to have 
it now. President Roosevelt and Chairman Jones of 
the Reconstruction Finance Corporation have urged 
American bankers in the strongest possible terms to get 
behind the recovery program by liberalizing their lend- 
ing policies within the limits of proper prudence. Sound 
banks which need capital can obtain it by selling lim- 
ited-dividend preferred stock to the R. F. C. 

In some localities, of course, the banking structure 
has not yet been repaired; but on the whole it is not 
lack of capital or surplus reserves which is keeping 
banks from expanding commercial credit. The question 
of what constitutes a sound loan is a matter of nice judg- 
ment. Bankers are yet smarting from public criticism 
of past lending policies. Moreover, while some Fed- 
eral officials urge liberalized lending, their pleas are 
accompanied by no relaxation of close scrutiny in na- 
tional bank examination. For banks a_ particularly 
knotty problem is presented in judging the soundness 
of credit risk assumed in financing the increased oper- 
ating costs resulting from the N R A codes. In many 
individual cases such risk no doubt will prove safe. In 
others, including marginal enterprises, the hazard would 
be real. Accordingly, it would seem that the best 
method would be a combined effort by banks and the 
Government to extend credit. Through the R. F. C. 
and other Federal agencies Uncle Sam has already gone 
into the banking business on a rather extensive scale. 
Perhaps this form of credit can be extended to NR A 
cripples. Whether marginal enterprises should be saved 
is open to question. If so, it is understandable that the 
banks prefer to let Uncle Sam do it. 
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HE excitement over the Presi- 
dential order permitting the ex- 
portation of newly mined gold 

via the Treasury and the Federal Reserve banks was 

short-lived, for careful appraisal found it to be without 
important immediate significance. It is, of course, of 
great benefit to domestic miners of gold because they 
now obtain some 50 per cent more for their product 
than the statutory price. Instead of $20.67 an ounce, 
they obtain nearly $30. On the other hand, it hits 
those who use gold in the arts and industry, for they 
must now pay for the metal 50 per cent more than they 
previously paid. Yet, the new order is not without 
physchologically inflationary characteristics. Previously, 
when one wished to measure the gold value of the dol- 
lar it meant going all the way to London for a quota- 
tion and then a trip back via dollar/sterling exchange. 

This made the dollar's depreciation a fairly remote thing 
for most of us. But now with the Treasury shouting 
from the housetops every day that gold is worth $30 
an ounce, when everyone has been brought up to think 
it was worth only $20 an ounce, the facts can hardly 
be ignored. Also, it is significant perhaps that our min- 
ers of gold were not permitted to export directly but 
had to put up with a complicated hocus-pocus with the 

Treasury and the Federal Reserve banks. So, while in 
effect there is a “free market” for gold as far as our 
miners are concerned, the Government has the reins 


firmly in hand. 


THE GOLD 
ORDER 
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As I See lt ~ 


When Should Inflation Come? 


intends to translate the inflation threat to an actual- 

ity, he has therefore less than four months to exer- 
cise his powers free from the restraint or the urging of 
the legislative body. 

What is there that will force his hand? At home, little 
at the moment—the threat alone having been effective and 
rapid enough in its influence. But from abroad there is 
more that may accelerate the process and make devaluation 
amore urgent necessity. There are indications that Great 
Britain is taking the lead and has already moved in that 
direction. 

When Neville Chamberlain announced that the pound 
was no longer to be pegged to other currencies he appar- 
ently meant that sterling is to be allowed to seek its own 
level. Recently the pound, which had been stable for 
months in terms of francs has been going down and gold 
as measured in the more-or-less free market in London has 
been going up. It may well be that such a policy may 
mean that Britain is yielding to the growing clamor for 
revaluation in which the process of allowing the currency 
to find its true value in terms of other exchanges is the 
first step. If Britain pursues such a course, passing through 
devaluation to an eventual stability, it cannot be expected 
that the few countries remaining on gold can long with- 
stand the pressure. The smaller countries such as Switzer- 
land or Holland might be forced to give up first, but France 
would capitulate ultimately. Her parliament, which con- 
venes shortly, will have to meet a huge budgetary deficit by 
mid-October and the demands of her debtor classes at home, 
coupled with the urging of her colonies, may well result 
in her departure from 
the gold standard, to 
which she has clung so 
long and tenaciously, 
and a revaluation of the 
franc. The whole world 
would then be off gold. 

Consider our position 
under such circumstances 
as the possessors of the 
largest portion of the 
world’s gold—a supply 
unappraisable except in 
a foreign market. Would 
we not be forced to de- 
clare a free market for 
the metal in order to 
afrive at its worth and 
hence the gold value of 
Our own _ currency? 
Moreover, our national- 
ism is not such that we 
Can utterly disregard 
foreign trade; and if the 
commercial nations of 
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Emma convenes in January. If the President 


Wide World Photo 


Entrance to the Bank of France 


By Charles Benedict 


the world embark on a program of devaluing their cur- 
rencies we would be forced to follow suit if we hoped to 
maintain our foreign markets. 

If the sequence of events is reversed the results are much 
the same. If the President deems it wise to cut the gold 
content of the dollar in the near future, France would in- 
evitably be driven from the gold standard. Our devalued 
dollar would enable us to undersell her in the markets which 
are vital to her and her exports to this country would be cur- 
tailed if not wiped out. In addition, so soon as our devalu- 
ation process was complete and stability of the dollar was 
evident French money would seek investment here and 
American capital which has taken flight to France, Switzer- 
land and elsewhere would seek repatriation, with a conse- 
quent outflow of gold which could only be stemmed by re- 
strictions leading to actual desertion of the gold standard 
and subsequent devaluation of currencies. 

Thus, it makes little difference whether devaluation sets in 
on the continent and the gold standard is forsaken by the 


_few countries still on it, or whether our own inflationary 


process, and subsequent stability, forces these countries off 
gold and compels world monetary reappraisals. 

Whatever the order of events, the result is the same— 
even to the final outcome which, after all, offers a bright 
gleam of hope in a baffling and bewildering situation. 
Though all countries go off gold, the metal will lose none 
of its preciousness nor will its significance as a monetary 
base be impaired. It will continue to be the fundamental 
measure of value and as such will be sought and hoarded 
as avidly as now or ever. Why? Because the conviction 
will not down that the very desertion of gold as the mone- 
tary standard the world 
around will generate the 
necessary urge to sta- 
bilize fluctuating cur- 
rency values. In other 
words, universal defec- 
tion from gold will re- 
sult in a veritable scram- 
ble to get back on the 
traditional standard 
whether it be on the 
old basis or on _ the 
basis of new currency 
appraisals. 

To us the prospect is 
not fearful—if devalua- 
tion becomes a fact it 
can little more than 
confirm the world ap- 
praisal of the dollar— 
now at 68 cents. The 
limit to which the Presi- 
dent can go under his 
present power is only 18 
cents more. 
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g Price Trend Influenced More and More by Current Business 
Progress with Retail Sales as Critical Indicator at Present 


g Will Present Lethargy in Securities Give Way to Renewed 
Vigor as Autumn Advances? 


What's Ahead for the Market? 


By A. T. Mitier 





these reasons the imme- 





HE stock market 
continues to reflect 
an underlying mood 

of hopefulness. It has not 
given up expectation of a 
renewed advance in gen- 
eral business activity with- 
in the autumn season. It 
has not put out of mind 
the inflationary potentiali- 
ties which it has good, rea- 
son to believe may be lurk- 
ing just over the economic 
horizon. 

But while prevailing 
sentiment as to the major 
trend of share prices may 
thus be said to be un- 
changed, there has been at 


We recommend that long-term and intermediate 
commitments be retained on the prospect of even- 
tually higher prices, even if it should develop that 
hopes of fresh stimulation during the current month 
may have to be deferred while pending uncertainties 
as to the outcome of the N R A program and of the 
Government's effort to stimulate expansion of bank 
credit are clarified. Reactionary periods during this 
phase of uncertainty are likely to prove opportune for 
discriminating purchases, both long-term and inter- 
mediate, by those whose funds available for stock 
investment are not now fully committed. 


diate effort to launch a 
post-Labor Day advance 
was given up and most 
participants apparently 
chose to adopt an attitude 
of watchful waiting. At 
this writing a week has 
been given over to slow 
and irregular decline, car- 
rying the majority of is 
sues 5 to 10 per cent un 
der recent best prices. 
On this reaction volume 
of trading thus far remains 
too light to carry much 
conviction. If buyers are 
cautious and hesitant, so 
are potential sellers. All 





recognize that so far as 





least a temporary change 
of expectation as to the 
prospect for the immediate future. For this there is 
obvious reason. The market's technical position after the 
drastic July shakeout was so favorable that stocks advanced 
with considerable ease on light volume for several weeks, 
maintaining an irregular but persistent recovery during the 
greater part of August. Liquidation on any important scale 
was absent. Many strong equities met with discriminating 
investment demand. Others responded favorably to buying 
by the professional speculative element. 


Buying Hesitates 


No dynamic public speculation was required to put 
numerous stocks to new highs for the year. Indeed, the 
industrial and railroad groups succeeded in quietly climb- 
ing to a level within very few points of the extreme top 
of the wild July movement. It was to be expected that 
buying would hesitate around that higher level and that 
some fresh impulse or stimulation would be needed for a 
general upsurge into new high territory for the “Roosevelt 
bull market.” 

That impulse, as it happened, was not forthcoming. 
Public speculative interest continued to lag. Several basic 
indexes continued to relapse in more than seasonal fashion. 
Washington, concentrating on the N R A program, took 
its mind at least temporarily off of the question of mone- 
tary manipulation. The technical structure had been to 
some extent impaired by several weeks of creeping advance. 
There were available profits for traders to take. For all of 
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the early prospect is con- 
cerned there are numerous uncertainties. 

The expectation apparently entertained in some specu’ 
lative circles that Labor Day would automatically be fol- 
lowed by an upward surge in industrial activity and by an 
active demand for common stocks scarcely merits discus 
sion. The market seldom adheres to the schedule so arbi- 
trarily laid out by those who let their speculative wishes be 
father to the thought. It has appeared probable for a 
fortnight that if there is to be a new phase of major ad- 
vance in industry and the stock market it is likely to come 
later than originally expected. The autumn season is yet 
young and much can happen before winter, both as regards 
business and that still carefully guarded speculative ace in 
the hole—inflation. 


Basis for Autumn Hope 


There remain grounds for hoping that the now lagging 
industrial indexes will again turn vigorously upward in 
coming weeks. They will do so if autumn retail trade 
attains the velocity and scope desired by Washington, thus 
closing the gap between basic production and ultimate con’ 
sumption—a gap that has been steadily narrowing in re 
cent weeks as a result of lagging producing activities and 
increasing consumer demand, as reflected in substantially 
higher dollar sales for department store and chain store 
merchants. 

In this picture we see no present need for material 
change in the investment advices recently given in this 


THE MAGAZINE OF WALL STREET 





gram 
impos 
evider 
the pt 
of a | 
precec 
inate 
gress | 

It 
to a | 
plans 
one tl 
mitted 
matel 
incluc 
gold 
revalt 
proba 
tries, 
histor 
anyth 
the m 


follow 
is rea 
that | 
cies v 
less re 
ramps 
inflati 
tainly 
plied 
mont} 
rectio 
what 
for \ 
gaged 
in ¢ 
with 
to gu 
manly 
the u 
Prices 
istrati 
The | 
ity, is 
ent d 
not t 
by li 
the c 


for § 


publication. We recommend that long-term and inter- 
mediate commitments be retained on the prospect of event- 
ually higher prices, even if it should develop that hopes of 
fresh stimulation during the current month may have to be 
deferred while pending uncertainties as to the outcome 
of the N R A program and of the Government's effort to 
stimulate expansion of bank credit are clarified. Reaction- 
ary periods during this phase of uncertainty are likely to 
prove opportune for discriminating purchases, both long- 
term and intermediate, by those whose funds available for 
stock investment are not now fully committed. 

Since the markets, as well as business, are now influenced 
by policies of the Government more than ever before, it 
is to Washington, rather than Wall Street, that our eyes 
must turn in search of signposts that point the way along 
the twisting economic road we now are following. 

Washington is still committed 100 per cent to the gen- 
eral policy of furthering economic recovery on all fronts 
under direct and vigorous Federal leadership. This pro- 
gram has two tremendous advantages. First, it is super- 
imposed upon a groundswell of natural economic recovery 
evident throughout most of the world. Second, it is for 
the present under the virtually direct and exclusive control 
of a President whose personal popularity is probably un- 
precedented and who will very likely remain able to dom- 
inate and lead an otherwise confused and impotent Con- 
gress as long as that popularity prevails. 

It is to be doubted that President Roosevelt has come 
to a definite formulation of monetary policies. If so, his 
plans in this regard remain a carefully guarded secret. The 
one thing that is assuredly known is that he is firmly com- 
mitted to a policy of restoring commodity prices to approxi- 
mately the 1926 level. Many weapons lie in his hands, 
including the power to issue greenbacks and to reduce the 
gold content of the dollar up to 50 per cent. Ultimate 
revaluation of the dollar in a return to the gold standard, 
probably co-incident with the return of other leading coun- 
tries, appears a probability, since few students of price 
history believe that the general price level can be lifted to 
anything like the 1926 level except through change of 
the monetary measure of 


In all of the endless talk of inflation, pro and con, this 
underlying purpose must be kept in mind. It does not 
constitute any present reason to abandon refuge in sound 
stocks. On the other hand it suggests that in coming 
months the question very likely will arise as to what extent 
individual stocks have discounted the probable degree of 
inflation. It may be, and probably will be, that in any 
further advance most issues will tend to move together. 
Even so, unlike last March or April, the time is past when 
one can buy virtually blindly with safety. In proportion 
to the advanced price level, long-term speculative risks are 
inevitably increased. We believe it would be well from 
here on to exercise increasing discrimination in security 
selection, heeding factors of corporate financial strength, 
trade and industrial position and earning power, rather 
than pinning all hopes on inflation. 

Unlike the radical inflationists, President Roosevelt and 
his closest advisers are well aware that a vertical price ad- 
vance, brought about by monetary inflation, is not by any 
means an economic cure-all. This fact has been brought 
home to farmers in a recent address by Secretary of Agri- 
culture Wallace. The objective is an advance in the 
average price level and a narrowing or closing of present 
price disparities, especially in the relationship of agricul- 
tural prices to prices of the goods which the farmer buys. 
This relationship remains in substantial disequilibrium. 
Quite aside from inflationary relief, the Government con- 
tinues to stress the importance of production control of 
over-produced crops. All-in-all, the objectives of this broad 
program are such as virtually to demand a program of 
cautious, rather than reckless, experimentation. 

For the moment the chief effort centers on insuring 
success for the N R A movement, for success here would 
result in an important enlargement of consumer buying 
power. With the greater part of industry enrolled, the 
campaign now presents two new aspects. A highly-propa- 
gandized “Buy Now” campaign will soon be launched by 
Washington. Such efforts have been tried in the past, 
without important result. For the purpose of this article 
we doubt that it is significant. Consumers will willingly 
buy if they have buying 
power and prices are not 





value. 

Whatever methods are 
followed, however, there 
is reason to feel confident 
that the President's poli- 
cies will in general prove 
less radical than the more 
rampant and irresponsible 
inflationists desire. Cer- 
tainly the evidence sup- 
plied in the past several 
months points in this di- 
tection. No one can say 
what the outcome will be, 
for we are frankly en- 
gaged upon an experiment 
i controlled inflation, 
with no past experience 
to guide us. If it is hu- 
manly possible to control 
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out of reach. 

More important, the 
Government has launched 
a vigorous effort to obtain 
expansion of banking cre- 
dit in order that the costs 
of N R A may be 
financed, pending  sufh- 
cient expansion in business 
volume and profits to ab- 
sorb such costs. The high- 
lights of this effort are the 
Federal Reserve program 
of increased buying of 
Government securities, 
forcing excess reserves of 
member banks to an un- 
usually high level; and the 
direct appeal of President 





the upward movement of 


Ju coal 
ti Roosevelt, Governor Black 











| Prices, the present Admin- 
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of the Federal Reserve 





istration will control it. 

T e basic intention, clearly understood by those in author- 
ity, is to restore economic equilibrium by making the pres- 
ent debt structure supportable in reasonable measure. It is 
™ to jump from one level of disequilibrium to another 
y lifting prices so high that they will unduly penalize 
the creditor class. 
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Board, and Chairman 

Jones, of the Reconstruction Finance Corporation, to 

American bankers that they support the recovery move- 

ment by generous lending. There is much to be said on 

both sides of this issue. Perhaps the most significant thing 

is that the Government has served implied notice that if 
(Please turn to page 550) 
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Uncle Sam Safeguards the 


Investor 


What the Federal Securities Act Can and Can Not 
Do for Security Buyers and Issuing Corporations 


HEN on the 27th of last 
May the Securities Act of 
1933 was passed by the 
Congress, there was placed in the 
hands of the Federal Trade Commis- 
sion the responsibility and the privi- 
lege of administering a significant de- 
velopment in the relationship of 
American business and industry to 
the American public. The immediate 
origin of this legislation is to be 
found, of course, in the financial 
losses incurred by investors in the 
collapse of 1929. It is to be found 
also in the common belief that to a 
very large extent these losses were 
due to the reckless financing which 
characterized the supposed new era 
in which we were living prior to the 
collapse. Beneath these immediate 
reasons for the legislation, however, 
is the more fundamental fact that we 
have come to appreciate the grave 
public responsibility that must be 
met by those who manage and control 
American business for the economic 
welfare and livelihood of all of the 
people of the country. And as an- 
other cause for the legislation I would 
add the determination that has arisen 
among our citizens to take bold, de- 
cisive steps toward a better condition 
of living and toward a prosperity 
founded upon a broader knowledge 
of the facts of our business and eco- 
nomic structure. 


Viewed as a part of this movement, the Securities Act 
is not to be thought of as merely creating certain new 
requirements concerning the issuance of securities, tech- 
nical matters in which only the managerial, legal and finan- 
cial experts are interested. On the contrary, it is a clear 
declaration of the public right to know the essential facts 
concerning any business organization which solicits the 
investment of other people’s money. It is grounded upon 
a recognition of the fact that those who manage the busi- 
ness of the country are given a public trust which must 
be frankly acknowledged and honestly administered. 

Administration of the Act commenced on the 7th of 
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By CuHaries H. Marcu 


Chairman, Federal Trade Commission 


Acme Photo 


The author of this article heads the 
Government organization which is 
charged with the administration of the 
Security Act. What he says in dis- 
cussing this novel, drastic legislation is 
therefore of unusual interest to the 
fmancial community and to investors 
everywhere. 


July. The weeks that have passed 
since then have brought to light some 
misunderstanding on the part of the 
public concerning what can and what 
can not be done under the Act. 
There has appeared also some evi 
dence of doubt and fear as to the 
effect of the Act upon the financing of 
business, fears which, as experience is 
disclosing, are without foundation. 
And there has been in the main a 
very willing and active spirit of co 
operation evidenced by those who 
have had to qualify their securities for 
sale under the provisions of the Act. 

Undoubtedly the most important 
feature of the Act is that it places 
upon those who create and offer se 
curities for sale in interstate com: 
merce or through the mails, the bur 
den of representing truthfully and 
completely all the material facts con: 
cerning those securities. That is its 
chief requirement, and that undoubt 
edly is its main purpose. Those who 
fail to tell the truth and all of the 
truth concerning the security they 
create or sell are made liable to pur 
chasers of the security for the amounts 
which they have paid for it. Thus 
the Act provides that those who offer 
the security have a duty to repre 
sent it truthfully, and that those who 
buy it have a right to be told all the 
essential facts concerning it. Injunc 


tions against those who violate the law may be sought by 


the Commission and penalties for its violation are enforced 
by the Attorney General. 

In short, those who offer securities to investors must stat? 
what it is they are offering, and they must stand back ot 
their statements. The persons thus made liable, including 
the directors and principal officers of the issuer, but not the 
issuer itself, may escape the liability imposed upon them if 
they can prove that they made reasonable investigation 0 
the facts contained in the registration statement or pros 
pectus and had reasonable grounds to believe that such facts 
were true. And the standard of reason required of them & 
that which is required of a fiduciary; they are required to 
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exercise such skill and care as is expected of a careful man 
in the conduct of his own affairs. 

Supplementing this major purpose of the Act is the 
requirement that for any new issue of securities that is to 
be sold in interstate commerce or through the mails a 
registration statement and a prospectus must be filed with 
the Federal Trade Commission. Even after that statement 
has been filed and has become effective if the Commission 
fnds that it is untrue, incomplete or inaccurate, it may 
issue a stop order against it and the sale of the security 
thereupon becomes unlawful until the defects in the state- 
ment shall have been remedied. 


Not A Blue Sky Law 













Perhaps I may make more clear what the Act provides 
if I state some of the things which it does not provide. 
It does not license any security, or any issuer of, or any 
dealer in, securities. It is not a Blue Sky Law. It makes 
unlawful the sale in interstate commerce of any security 
by fraud or deceit, or without full disclosure of the material 
facts concerning it; and it makes unlawful the sale of any 
new issue of securities until those material facts shall have 
been filed with the Commission in the registration state- 
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of the ment. It seeks to provide for the investor the facts which 
d what fF he needs in order to arrive at an intelligent judgment; it 
> Act. F does not aim to dictate to him what securities he shall buy. 
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There is no limit to the degree of speculative risk that 
may be involved in a security registered for sale under the 
Act. The Commission’s duty is not to pass upon that 
security, but to see that the issuer files a statement and a 
prospectus in which it purports to set out all and to omit 
none of the facts that reveal the risk. Such statements are 










lain a 
of co made available for public inspection at all times, and 
- who JF copies are furnished to anyone at cost. 






It should be clear, therefore, that the Commission in 





ies for 








2 Act. accepting the registration statement is not passing upon 
ortant J the soundness or merit of that security, and is not making 
places JF a finding that the statement is true or complete. The fact 
er se’ that the Commission makes no finding as to the truth or 









ment of their interest or prospective interest in the outstand- 
ing issues and in the new issue. Underwriters’ commissions 
and the expenses incident to putting out the new security 
are stated in detail, and the purposes to which the net pro- 
ceeds of the sale as to be devoted are to be fully explained. 
If property is to be acquired with the proceeds, the issuer 
is required to disclose the interest of any of its officers, 
directors or underwriters in that property. Of particular 
importance in this connection is the authority given to the 
Commission to prescribe in detail how the balance sheets 
and the operating reports for a period of years shall be 
set up. The importance of this feature of the law will be 
recognized by those who advocate a greater degree of 
uniformity and comparability in the financial statements 
of corporations; and by those who know how readily the 
more usual accounting procedures may be modified to 
minimize or to conceal an unpleasant state of affairs in 
the financial condition of a company. 

Registration statements were first accepted for filing on 
July 7. From that date until August 31, 187 registration 
statements had been filed covering proposed public offer- 
ings with an aggregate value of over $203,000,000. By 
August 31, 104 registration statements were in effect, 
registration had been suspended for 5 issues, and notice 
of stop order proceedings or proceedings to refuse regis- 
tration had been served as to 3 others. Twenty-four regis- 
tration statements, which could not become effective until 
more adequate information was furnished, have been with- 
drawn by the issuers. 


A Check on New Financing? 


I have referred to the fears expressed that the Securi- 
ties Act will interfere with the normal processes of financ- 
ing business. I am not ready to believe that American 
business is so organized that it cannot undertake to make 
a full disclosure of the facts essential to a sound judgment 
of its securities. Counsel who advise their clients to give 
as little information as possible, or to attempt by indirection 
to evade the clear requirements of the Act, do indeed have 
grounds for the fear which 
they express on behalf of 
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“The justifiable protection to investors which this 
law provides is in itself a protection to the corpora- 
tion that can afford to deal frankly and openly with 
its prospective stockholders and bondholders. Com- 
pliance with the letter and the spirit of the Act and 
the fullest co-operation in the purposes which it is 
so properly designed to achieve will benefit the 
corporation which, soundly organized and operated, 
is able and willing to tell its investors the truth 


their clients. They can do 
most to dispel that fear by 
advising their clients to sub- 
mit registration statements 
and prospectuses which 
fully and fairly meet the 
requirements of the Act. 
We receive many regis- 
tration statements which re- 
veal throughout a purpose 
to do just that, and where 
some modification or addi- 
tional statements appear to 
be necessary we find a 
ready response to the call 
for amendment. On the 








other hand, we see regis- 
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it by HF certain transactions which 
orced are not included within the 
registration features of the 
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k of I have tried to show that the parties chiefly concerned in 
ding ( Carrying out the provisions of the Act are those who create 
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to furnish and the buyer is entitled to receive. The Com- 
mission prescribes the form in which the information is fur- 
nished. It calls for the names of those who are responsible 
for creating, offering and selling the security, and a state- 


for SEPTEMBER 16, 1933 








‘ tration statements that are 
prepared with the apparent desire to cut every corner, to 
yield nothing that might possibly be withheld, and to re- 
solve every doubt on the side of concealment. Counsel who 
advise*their clients to furnish this kind of statement are 
indeed right in advising them that the Securities Act is 
dangerous; for it is and should be dangerous to those who 
insist upon practicing deception within the very limits of a 
law set up-to penalize deception. The danger in the law to 
persons of that character is a proper antidote for the danger 

(Please turn to page 546) 
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q Building Construction Has Long Represented a Pillar of 


American Prosperity 


q Sufficient Potential Residential Demand Exists Greatly to 
Accelerate Present Faint Indications of Improvement—But 
What Are the Prospects of Financing This Recovery? 


Mortgage Debts and Building 
Prospects 


By Joun D. C. WeELDon 


OOD times in this country have usually been accom- 
panied by an expanding volume of construction, a 
rising trend of land values and a generous supply of 

long-term credit. In the past, new building of all kinds has 
been not only a reflection of prosperity but also one of its 
strongest pillars of support. Without that support, most 
of our business booms would never have thrust themselves 
into the pages of history. 

Accordingly, we are confronted with an economic 
novelty when we contemplate the unprecedented speed and 
scope of the business revival which has swept over us since 
the banking holiday of last March. Clearly, business is 
better; much better. Yet there is something lacking in the 
picture. It is not what we have heretofore regarded as nor- 
mal. If abnormal, it is worth pondering whether recovery 
to date is soundly based and therefore enduring. 


The missing element in our picture is construction. Tak- 
ing the rosy view, one may say that, as compared with 
the low point of depression, which was in March, it has 
doubled. That is, the daily average of contract awards, 
adjusted on a seasonal basis, had by mid-August increased 
from the low of 2 million dollars to 4 million dollars. We 
may say, hopefully, that the downward spiral has been 
broken and that the trend, at least, has been reversed. 

So far, so good. But the more realistic comparison also 
must be examined. At its present improved level the 
volume of construction is only 20 per cent of normal, 
if we accept as normal the activity which prevailed gener: 
ally during the prosperous period between the years 1923 
and 1929. No other major industry was so completely 
devastated by depression. The decline from the 1929 level 
was 90 per cent. 
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Against this tremendous drop to something like 10 per 
cent of what we formerly regarded as normal, industrial 
production at the worst fell only moderately below 60 per 
cent of normal. Against the recovery of construction to 
20 per cent of normal, industrial production in July had 
recovered to 90 per cent of normal, according to the 
accepted indexes. 





lar difficulties of several classes are worth considering. 

Building and loan associations hold 7,205 millions of 
dollars of this urban mortgage debt; insurance companies 
hold 5,940 millions; mutual savings banks 5,850 millions; 
mortgage companies 3,000 million; and individual investors 


Individual variations among these lenders 
in wisdom, conservatism, 
competence and experience 


5,000 millions. 





Next. to farming, more 





individuals depend, directly 
or indirectly, upon con- 
struction for a livelihood 
than upon any other indus- 
try. Taking into account 
this fact, together with the 
limited improvement thus 


far evident, it is not sur’ American Radiator 


rising that construction : 

Sate directly for the Johns-Manville 

largest single group of the United States Gypsum 
unemployed in this coun- a 

try, probably no less than , ik , 

one million men. Libbey-Owens-Ford 


Obviously, the problem 


Stocks Which Will Benefit from Any 
Improvement in Construction 


Selected by The Magazine of Wall Street Staff 


no doubt were extremely 
broad. Even the most con- 
servative could not wholly 
escape the hysterical mania 
for liquidity which depres- 
sion and falling values sent 
sweeping across the land. 
In the main, however, these 


Sherwin-Williams oe il 
, groups were simply follow- 
National Lead ing their normal and tradi- 
Certain-teed tional functions in the long- 
: term credit market. 
Congoleum-Nairn Less can be said for cer- 


International Cement tain other groups. We find 


that Federal Reserve mem- 








is not one that N R A can 
solve. In no other indus- 
try is labor more highly unionized. In no other indus- 
try has it won higher wage scales. But wage scales and 
control of hours mean nothing when there is little or no 
work to be had. The fact is that for some types of con- 
struction either need or demand is lacking. For other 
types, notably modern residential construction, there is 
both need and demand, but a notable scarcity of both 
capital and long-term credit. 

Realestate appears to have touched bottom in value and 
quoted price. A moderate firming of price is faintly visible. 
The change is not yet sufficient to alter the underlying 
reality. While thawing has begun, the vast mountain of 
obligations secured by pledge of land remains a rather 
thoroughly frozen mass. Taking combined urban and rural 
mortgages, it represents a debt total estimated around 45 
billions of dollars—a debt which exceeds the total obliga- 
tions of all divisions of government from Washington to 
the smallest township and which also exceeds the total of 
all industrial, public utility and railroad indebtedness. 

By and large, the number of creditors still avidly seeking 
to safeguard their existing claims literally dwarfs the num- 
ber able or willing to seek new mortgage risks for long-term 
investment. New mortgage money remains as rare as hens’ 
teeth. The former chief reservoirs are closed, with the 
exception of a trickle here and there. Moreover, many 
holders of mortgages—notably banks which during the boom 
forgot what the conservative functions of commercial bank- 
ing used to be—are continuing the effort to rid themselves 
of these non-liquid assets. In short, the major process of 
liquidation and readjustment of old mortgages has by no 
means ceased. Until it makes substantially further pro- 
gress it is difficult to discern the source of any important 
new supply of mortgage credit which is so vital to any 
general or sustained revival in building. 


Who Holds the Mortgages? 


A glance at the accompanying chart will show an illumi- 
nating breakdown of the 38-billion-dollar mass of urban 
mortgage debt which now blocks the road to new construc- 
tion on any normal scale. Although no group of these 
long-term lenders could possibly have escaped the generally 
deflationary consequences of the period of over-building 
during the last boom and the wholesale decline in values 
brought by the worst depression in our history, the particu- 
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ber banks are estimated to 
hold 2,500 millions of dol- 
lars in real estate mortgages. Ill other banks, excluding 
mutual savings institutions, hold 1,800 millions; and an 
additional 5,000 millions are accounted for by that lately 
popular investment vehicle, the real estate mortgage bond 
or certificate. If we deduct some 800 millions estimated to 
be held by stock savings banks, the above figure of 1,800 
millions for “all other banks” indicates that approximately 
1,000 millions are held by non-member commercial banks. 
Thus we arrive at the estimate that our commercial banks, 
both member and non-member of the Reserve System, hold 
a total of 3,500 millions. 

It seems abundantly clear in retrospect that the legal 
right of commercial banks to tie up 3,500 millions of de- 
positors’ funds in relatively long-term, non-liquid assets, 
such as real estate mortgages, represents a faulty element 
in the picture, even granting that many bankers, especially 
in rural sections, would have been hard put to find other 
means of profitable investment and even granting that 
many such bankers exercised all reasonable conservatism 
in such lending. 


Bank Mortgages Unlikely 


It is pertinent to note that prior to 1913 national banks 
were forbidden to make loans on real estate mortgages. In 
that year mortgage loans of one year duration were author- 
ized by law, thus opening up a definitely non-liquid field 
for the employment of banking assets. But in 1927, the 
McFadden Bill was adopted by Congress, further letting 
down the bars to use of banking funds in a non-liquid 
capital market. The limit was extended to five years, or 
more than the usual three-year term of conservative savings 
bank mortgages. With respect to this practice, the New 
Deal banking legislation at the last session of Congress 
made no change. 

True, many commercial banks entered the mortgage loan 
field in only limited measure and along conservative lines. 


: No doubt quite a few can contemplate their present stake 


in real estate without grief or embarrassment. This does 
not alter the fact that in going into mortgages commercial 
banks encroached upon a field formerly the exclusive 
domain of lenders to whom liquidity, at least in theory, was 
not a primary requisite of public confidence. 

Several things happened, not entirely as anticipated by 
Congress. Commercial banks began the active promotion 
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of so-called “thrift” or savings accounts; indeed, becoming, 
in part, savings banks. One could get 2 or 3 per cent on 
such time deposits. Yet in practice these were not actually 
time deposits, for, regardless of the formality of the 60-day 
clause, one could usually withdraw deposits, in part or in 
whole, upon demand. Whatever the underlying intention, 
this apparent liquidity of time deposits—a theory tenable 
as long as not too many sought withdrawal at the same 
time—was a strong factor promoting the development of 
this type of business by commercial banks. 

In the face of this competitive encroachment upon the 
savings bank field, it is not surprising that savings banks 
retaliated by actively seeking funds which might better have 
been placed in actual demand accounts. Here, too, the 60- 
day clause, prior to the advent of acute deflation, was a 
theory rather than a practice. It need hardly be said that 
free lending on mortgages is not compatible with the liquid: 
ity that is necessary to support a policy of treating time de- 
posits as if they were in important measure demand 
deposits. 


Individual Mortgages 


Lest it appear that we are overly critical of banking 
policy as to mortgage loans, let us hasten to point out that 
the so-called “investing public” itself was not without 
blame. In that boom period which lies behind us many 
were apparently under a misconception. They only 
thought they were long-term investors. When the storm 
oad it was really liquidity that they wanted. Throw 
everything overboard. Cash was the only desirable item. 
It is not surprising that the real estate market crumbled or 
disappeared when sellers over-crowded it. 

This disinclination of 


Series “B”, subject to Series “A”, and so on ad infinitum, 
Nor did many know when old-fashioned appraisals of 50 
per cent of conservatively-estimated valuation were optimis 
tically enlarged to 60, 70, 80, 90 per cent or what have 
you. Finally, all too few distinguished between a first 
mortgage on a single specific property and a certificate 
carrying fractional claim on a variety of properties. 

Within the purposes of this article there is no need for 
further survey of this field. More than 2,700 millions of 
real estate securities were sold in 1927, 1928 and 1929. 
The largest and most important agencies for real estate 
bond issuance and guarantee have recently been released 
from the supervision of New York State. They are en- 
gaged in a large job of rehabilitation—pulling the chestnuts 
out of the fire. It is not likely for some time that they will 
have a market for new bonds or that they will be important 
sources of new mortgage money. 


Institutional Lenders 


In a few instances building and loan associations are able 
to advance new mortgage money, but the total is not im 
pressive. In the main their problem is also one of rehabili- 
tation. Properties must be repaired or lose value, and 
taxes must be kept up. Similar reasons account for the 
fact that even the largest and strongest savings banks are 
not making new mortgage loans. They also have an eye 
for liquidity, for tardy tax payments and for the expenses 
of painting and re-roofing and otherwise maintaining prop- 
erty presently pledged. As for commercial banks, the plea 
of certain Washington officials for more liberal credit poli- 
cies is meaningless when other officials, notably the admin: 
istrators of the national banking laws and the state superin 

tendents of banking, are 





long-term investors to re- 
main long-term investors 
is one of the reasons for 
the total loss of popularity 
by the once popular real 
estate bond and certificate, 
formerly promoted and 
widely regarded as being 
the safest of investments 
offering an attractive yield. 
It was not, of course, the 
only reason. Mistakes were 
made, notably in over- 
optimistic property ap- 
praisals. The land boom 
had hit its peak by 1926, 
but real estate bonds were 
easy to sell until the 
autumn of 1929. Not a 
few authorities believe 
this fact accounted largely 
for the over-building of 
the last three boom years 
and that it thus was an 
important factor in aggra- 
vating our present real 
estate and mortgage pains. 

It would be difficult to 
find a field of investment 


INDIVIDUALS 
$5,000,000,000 


REAL ESTATE 
MORIGAGCE BONDS 
$5,000,000,000 





WHO CARRIES THE MORTGAGE DEBT] _ ity. 


URBAN MORTGAGES TOTAL APPROXIMATELY £36, 300,000,000 
HELD bY 


BUILDING & LOAN 
ASSOCIATIONS 
$7, 210,000,000 





equally insistent upon 
sound lending and liquid: 


There are other factors 
accounting for the dearth 
of long-term capital funds 
needed for active expan: 
sion of building of any 
description. Deflation in- 
evitably has lowered the 
level in the national reser 
voir of savings. Thus, we 
find that total savings de- 
posits in all banks as of 
June 30, 1932, were only 
slightly more than 24 bil- 
lions of dollars, a decline 
of nearly 4 billions in a 
single year and, more: 
over, approximately 500 
millions under the figure 
of 1926. Statistics for the 
year ended June 30, 
1933, are not yet avail- 
able. Looking back to the 
banking debacle of last 
March, it is quite certain 
they will show a further 
substantial shrinkage. 


INSURANCE 
COMPANIES 
$5,940,000,000 


MUTUAL 
SAVINGS BANKS 
$5,850,000,000 








offering less information 

to the hapless investor. He was not sufficiently aware 
that a real estate bond differs from the average corporate 
bond in lacking a ready market. Many apparently had 
no idea that there are as many kinds of real estate bonds as 
there are corporate bonds; that real estate mortgages may 
be first, second, third, general, leasehold, or first mortgage 
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Here we have a funda: 

mental obstacle to fresh institutional lending on mortgages 

on any extensive scale. This factor is especially important 

in relation to residential construction. Shoe-string real 

estate promotions are largely out of fashion. Moreover, 

present-day buyers are willing to invest a conservative cash 
(Please turn to page 548) 
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A New Day Dawns for Oils 


Federal Production Control and the Power 
to Fix Prices, Now Held in Abeyance, Are 
Beginning to Restore Order and Stability 


By N. O. FANNING 


NJOYING a well-sustained demand for its products 
E in good times and bad, the oil industry should be one 

of fair profit. Instead, it has wallowed for years in 
a chaos of over-production, of cut-throat competition and 
of erratic and wide price fluctuations. Such is the waste- 
ful and destructive record. 

Fortunately, it is a record that now lies behind us. We 
begin to write a new chapter. The story becomes definitely 
hopeful. The United States Government has assumed lead- 
ership, a leadership which a disorganized and _faction- 
ridden industry has never been able to develop for itself. 
It is more than the mere matter of an N R A code de- 
signed to raise wages and control hours of labor. If suc- 
cessful, it is veritably a “new deal” for oil. It promises 
effective control of crude oil production. It promises an 
adequate and more stable price structure. 

In the very nature of oil, rational economic control under 
the free play of private competition is impossible. In this 
respect it differs from all other industries. The supply is 
uncertain. The rich pools are not inert wealth, like iron 
or coal. Each can be tapped by many owners of surface 
rights. If one producer sinks a well, his neighbor perforce 
must do likewise. Because of the industry’s inherent char- 
acteristics, as well as the enormous importance of its 
products in daily use, a unique public interest attaches to 
it. It is perhaps the one major industry in which artificial 
or planned control is not only economically justified, but 
imperatively needed. 

Oil's N R A code, effective September 2, includes a 
provision for  establish- 


upon it. If the move is successful and production is re- 
duced to the desired limits (approximately 2,300,000 bar- 
rels daily for the present) it is undoubtedly anticipated by 
those in command of the petroleum ship of state that the 
oil purchasing companies will raise posted prices for crude 
oil. In fact the movement seems already to have started, 
with a general advance in prices in most of the principal 
fields. But those in favor of fixing minimum prices set this 
minimum at $1 a barrel whereas even with the advances 
just posted 36 gravity Mid-Continent crude is only 72 
cents a barrel. 

The price-fixing features of the National Recovery Act 
code for the oil industry are doubtless the most important 
and interesting from the viewpoint of holders of oil securi- 
ties. It is merely a matter of bookkeeping that as oil 
prices advance, income of the oil companies increase and 
possibilities of profits become greater. Hence, if minimum 
prices are established considerably above present levels, 
that almost automatically increases the prospects of the 
leading petroleum producing, refining and marketing or- 
ganizations. The fact that the price-fixing features of the 
code have not yet been placed in effect is therefore some- 
what of a disappointment to oil company stockholders. 


The Final Resort 


Nevertheless, indications are that if no other plan works 
price-fixing will be resorted to. The upward movement in 
crude oil already instituted indicates that the oil industry 

is taking the course of 





ment of minimum prices 
for crude petroleum and 
refined products. This 
feature is favored by a 
major group within the in- 
dustry and opposed by an 
equally important group, 
including the dominant 
Standard Oil Co. of New 
Jersey. For the present its 
enforcement is held in 
abeyance, with the hope 
that control of production 
will enable the industry it- 
self to establish the desired 
Price level. 

As this article is writ- 
ten, the order for curtail- 
ment of crude oil produc- 
tion has gone out to the 
states and the latter have 
scarcely had time to act 


SCALE IN MILLIONS OF 42-GALLON BARRELS 





PRODUCTION OF CRUDE OIL AND 
GASOLINE CONSUMPTION 


GASOLINE 
CONSUMPTION 
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establishing higher prices 
before the Recovery Ad- 
ministration orders it to 
do so, and thus avoiding 
the appearance of direct 
Olt price control. 

It must also be remem- 
bered with relation to the 
oil code that selling of 
crude oil or its products 
below cost is prohibited. 
This in itself would 
amount to a decree for 
higher prices, inasmuch 
as’ it is common knowl- 
edge that crude oil and 
gasoline have, on the aver- 
age, been selling below 
cost of production for 
many months. It has been 
estimated, for instance, 


ee ee that the minimum cost of 
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producing crude oil in the East Texas field is 75 cents a 
barrel. The price of this crude has just been raised 15 
cents a barrel in obedience to the mandate of the code. 

The difficulty of establishing a unified, intelligent plan 
of operation and prices for the oil industry by individual 
action, is however, obvious. Under the plan for fixing 
minimum prices the relationship between quotations for 
crude and prices of products was to be definitely estab- 
lished. If prices are left to individual units, naturally 
discrepancies in this relationship are going to occur, which 
may defeat the real aims of the code. It is believed by 
close students of the situation that sooner or later, minimum 
prices will be set. This is 


interest in crude oil production with relation to its vast 
refining and marketing facilities. 

It is generally conceded that price-fixing has a better 
chance of success in the oil industry than in many other 
major industries. Rising oil prices have in the past had 
no great influence in restricting sales. After all, gasoline, 
the most profitable product of crude, represents a small 
part of the cost of owning and operating an automobile. 
Furthermore, the convenience of oil in so many uses, such 
as in power and heating, overcomes any reasonable advance 
in cost. In addition, the oil industry, under the “New 
Deal” of the Roosevelt Administration, does not promise 

to be beset by labor diff- 


culties or any unreason- 





in line with the wishes of 
the Administration to 
establish prices of all im- 
portant commodities on 
higher levels than have 
been prevailing. 

The persistent strength 
in petroleum securities is 
no doubt based in part on 
the confidence that petro- 
leum prices will be estab- 
lished on definitely higher 
levels, whether by indi- 
vidual action or under the 
code. However, possibili- 
ties of discrepancies be- 
tween costs in various 
branches of the business 
or between the relation- 
ships in prices for crude 
and refined products 
might tend to offset the 
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Most of the larger oil or- 
ganizations have their own 
transportation facilities in 
the form of oil pipe lines 
and tank steamships, us- 
ing the railroads only for 
auxiliary transportation of 
crude oil and refined prod- 
Acts. 

The importance of for- 
eign markets with relation 
to the domestic situation 
has not been overlooked by 
the administrators of the 
oil code. However, it has 
doubtless been necessary 
to adjust the domestic in- 
dustry so far as possible 
on a basis independent of 
foreign influence, observ: 


CENTS PER GALLON OF GASOLINE 








benefits in some instances. 
For this reason it would appear that the important crude 
oil producing companies stand to benefit most as a result 
of current developments. It is merely a case with these of 
getting more for their crude with production costs showing 
a relatively smaller gain, due to raising of wages of workers 
in the production branch of the industry. It can be said, 
however, that labor costs are relatively small in the pro- 
duction end of the oil business. Many oil wells flow natur- 
ally for months after completion, while in pumping, a 
number of wells are hooked up to a single pumping unit. 
In choosing oil securities either for speculation or in- 
vestment, favor therefore inclines to the oil organizations 
which dominate in crude production. In the United States 
there are at least 50,000 engaged in the production of 
crude oil, but there are probably a dozen oil organizations 
which stand out because of their control of oil production. 
These include such organizations as Standard Oil Co. of 
California, which controls approximately 50 per cent of 
the Kettleman Hills oil field of California; Humble Oil & 
Refining Co. and Gulf Oil Corp., which individually or 
together are the dominant oil producers in East Texas, 
the Rabbs Ridge field and other oil areas in the State of 
Texas; the Ohio Oil Co. which is the largest producer in 
the Yates pool of Texas and the Pure Oil Co. which dom- 
inates the Van oil pool of Texas. 


Refiners Will Benefit 


Such oil refining and marketing organizations as Stand- 
ard Oil Co. of New Jersey naturally stand to benefit as a 
result of the code, if it proves successful, because of its 
control of production of crude both in the United States 
and in South America. Royal Dutch-Shell is in a similar 
position. Socony-Vacuum Corp. seems to have a smaller 
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ant of the low cost of 
producing crude oil in South America, Russia and some 
other countries. The import duties on oil which went into 
effect in 1932, amounting to 21 cents a barrel on crude 
and fuel oil and 2/4, cents a gallon on gasoline, continue 
in force. No definite limitation on imports has been made 
in the new oil code, but the President is given the power 
to adjust imports whenever they interfere with the domes: 
tic balance. 

Oil economists of the large petroleum organizations 
realize that low-cost production from South American 
fields could easily wreck havoc with any attempt to raise 
oil prices in the United States above a certain limit, which 
limit is believed to be under that desired by the National 
Recovery Administration. Hence, control of imports 1s 
essential. This will be a relatively easy matter, however, 
in view of the fact that the South American fields are 
largely dominated by three or four large oil organizations 
which have interests both in the United States and abroad, 
and are likely to be in sympathy with the domestic pro- 
gram for stabilizing the oil industry. 

The matter of the American oil export market, however, 
presents a more weighty problem. This will resolve itselt 
into the proposition of whether oil prices in the principal 
world markets can be adjusted to American levels. The 
smaller exporters will be likely to want to turn to domestic 
markets unless they can get equal prices in the export 
market. 

If foreign oil prices are held below American prices 
the trend will be for the large American exporters con’ 
trolling low-cost foreign production to supply their for 
eign markets from such sources. The South American oil 
fields represent an example of what may occur. These are 
within easy access to markets of Europe. Present produc: 

(Please turn to page 547) 
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viation Enters a New Phase 


Four Companies with Growing Power 


and Sponsorship Dominate Field 


By Henry RicHMonpD, JR. 


and round-the-world flights with their spectacular suc- 

cesses and tragic failures, the airplane makes much 
real and unheroic progress. Over the pioneering stage, 
over the boom stage, it has passed into the businessman 
development stage. Like a gold field which has witnessed 
the excitement of the “strike,” passed through the “rush,” 
picturesque and expensive, the aircraft industry begins to 
settle down. We all remember what happened after Lind- 
bergh’s flight to Paris in 1927—the soaring stocks of air- 
craft companies, the promotions which barely breathed and 
died dismally, the exciting meetings of local chambers of 
commerce over landing fields, and the flats of baked mud 
which now is all that is left of them and the millions which 
they cost. But after a gold field has had its “rush,” strong 
companies move in and buy up the proven claims. Follows 
along period of unromantic development work and the 
treasure yields. 

So with the airplane. The last year or two has been a 
time of merger and consolidation—of “buying up the 
Proven claims.” Four groups now stand out head and 
shoulders above their contemporaries, and the number is 
more likely to lessen than that some which now lag take 
their place among the mighty. The “big four” are United 
Aircraft & Transport, the General Motors controlled North 
American Aviation, the Cord controlled Aviation Corp., 
and finally the Pan-American Airways Corp., closely held 
operator of foreign routes and which may, or may not 
fall into the hands of one of the others. mont 

To find one’s way through the maze of holding com- 
Panies, subsidiaries and sub-subsidiaries to the broad gen- 
eral picture of the American aviation industry appears to 
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si 2s the ever-present smokescreen of ocean crossings 


call for the very latest in radio direction finders, but it is 
not an unsolvable puzzle. 

Of the four groups, United Aircraft is possibly the most 
important. Transport operations are concentrated in a 
subsidiary, United Air Lines, which, operating through 
Boeing Air Transport, National Air Transport, Pacific Air 
Transport and Varney Air Lines, constitutes one of the 
transcontinental systems. 

In addition to transportation, United Aircraft manufac- 
tures—importantly. It controls Pratt & Whitney, makers 
of the famous “Wasp,” and equally famous “Hornet”; 
the Boeing Airplane Co., whose multi-engined, monoplane 
transports are among the latest things in safety, speed and 
comfort; Chance Vought, makers of military aircraft, and 
also a number of other miscellaneous manufacturers. In a 
word, United Aircraft & Transport is a completely inte- 
grated organization, whose corporate identity can hardly 
fail to survive the further period of kaleidescopic changes 
which faces the industry before it attains maturity. 

When General Motors seriously entered the aviation in- 
dustry, it did so neatly and in a’ big way. At first the drift 
toward aviation must have been almost unconscious. An 
interest in the Bendix Aviation Corp. was acquired, un- 
doubtedly with a view to assuring.an adequate supply of 
Starter drives, brakes and other equipment for the com- 
pariy’s automobiles and with little consideration for the 
fact that Bendix also make airplane equipment. Following 
this a large investment in ‘the old Fokker Co.—Antony 
Herman Gerard Fokkér, Dutch-born American citizen, 


_ whose planes supplied to the-Ge‘man Government during 


the early stages of the World War made the best efforts 
of.the Allies look like alittle .boy’s.toy..kite-—was bought 
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up and the name changed to General Aviation Corp. 
Subsequently a number of smaller companies were acquired 
by General Aviation. 


General Motors Present Stake 


Then came the big shuffle. General Aviation sold out 
to North American Aviation for about 43 per cent of 
the latter's common stock and General Motors itself went 
out and bought up an additional 8 per cent of North 
American’s stock, thereby obtaining control. With con- 
trol of North American, together with certain investments 
previously made by General Aviation, General Motors 
rules a whole group of air transport and airplane manu- 
facturing companies. The accompanying table shows the 
transport companies and the routes over which they operate. 

G. M.’s aircraft manufacturing interests now include 
the Allison Engineering Co., General Aviation Manufac- 
turing, Fokker again; Condor Corp., in the public eye for 
the size of its ships; and B/J Aircraft, military planes. 
Moreover, General Motors can now vote some 90,000 
shares, or about 25 per cent of the total outstanding, of 
Douglas Aircraft, which has long been a successful builder 
of military ships and which fairly recently entered, via a 
subsidiary, the field of big multi-engined transports. 

Operating some 9,000 miles of route, carrying about 
30 per cent of the total air traffic in the country, and 
backed by all the financial power and prestige of General 
Motors, one would say that here is another system which 
will survive whatever may befall. 

Incidentally, while on the subject of North American 
Aviation, it might be noted that in addition to all else 
the “big shuffle” brought into being the new Sperry Corp., 
which may be said to represent those activities and invest- 
ments from which North American wished to be divorced. 


Among others these include the outstanding stock of the 
Sperry Gyroscope Co. and of the Ford Instrument Co, 
and a substantial interest in Curtiss-Wright. 

Turning again to “the big four,” the next on the list is 
Aviation Corp. which will long be remembered in the 
financial community for the spectacular battle which raged 
between its management and Errett L. Cord, meteoric force 
behind Cord Corp. and Auburn Automobile. Following 
publication of full-page advertisements in the principal 
newspapers of the country with charge and counter charge, 
pleas for proxies, $1,000,000 libel suits, and much shifting 
among minor interests, Cord and his associates eventually 
obtained control. 


Aviation Corporation 


Aviation Corp., operating through its transport sub- 
sidiary, American Airways and the latter’s sub-subsidiaries, 
runs air lines from coast-to-coast and from Canada to the 
Gulf. A glance at the accompanying table will show the 
exact routes over which this system operates and that much 
of the territory has fertile possibilities. From a manufac: 
turing standpoint, however, the Cord group appears to 
be less well situated than either United Aircraft or the 
General Motors group, although the Cord Corp. controls 
the production of Lycoming engines and Stinson transports. 
Manufacturing operations of the Aviation Corp. itself were 
discontinued a year ago and certain plans and manufactur 
ing rights were sold to General Aviation (General Motors). 

From indications here and there, it seems that Cord is de- 
termined to make a real thing of his aviation interests. 
They are to be built up from a firm foundation and his 
intimates contend that mention of “speculative footballs” 
is not the right thing so far as Cord and Aviation is con- 

(Please turn to page 551) 








Route Class of 
Operator Routes Operated Mileage Service 
United Air Lines 
National Air Trans Co. Chicago to New York 717 
Chicago to Dallas (via Wichita) 973 
Chicago to Dallas (via Tulsa) 913 
Tulsa to Ponca City 72 


Boeing Air Transport San Francisco to Chicago 1930 
Omaha to Watertown 259 
Kansas City to Omaha 168 


Varney Air Lines Salt Lake to Seattle (via 
Pasco and Portland) 847 
Pasco to Spokane 127 


Pacific Air Transport San Diego to Seattle 1161 
Oakland to San Jose 42 
Los Angeles to Francisco 
(Cord) 
American Airways St. Louis to Chicago 
Nashville to Cleveland 
Fort Worth to Nashville 
New Orleans to St. Louis 
Brownsville to Dallas 
Galveston to Dallas 
New Orleans to Atlanta 
Houston to New Orleans 
Atlanta to Los Angeles 
ia Dalla: 


(via s) 

Atlanta to Chicago 

St. Louis to Evansville 

Cincinnati to Chicago 

New York to Boston 

Cleveland to Albany 

New York to Montreal 
lo 


MPE 
265 MPE 
152 MPE 
Detroit 174 MPE 
Detroit (direct) 93 MPE 
via Buffalo and it) 781 PE 











Leading Airway Operators 
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Route Class of 
Operator Routes Operated Mileage Service 


(General Motors) ; 
Western Air Express San Diego to Salt Lake City 702 MPE 
Pueblo to Cheyenne 199 MPE 

Amarillo to Pueblo 261 MP 

EI! Paso to Pueblo 492 MP 


Transcontinental and Los Angeles to New York 
Western Air (via Kansas City) 2567 MPE 
Amarillo to Columbus 
(via Tulsa) 1098 
Columbus to Chicago : 277 
Los Angeles to San Francisco 9372 


Eastern Air Transport Atlanta to New York 786 
Miami to Atlanta 620 
St. Petersburg to Daytona 
Beach 147 
Jacksonville to Richmond 
(via Charleston) 671 
Atlantic City to New York 97 
Atlantic City to Philadelphia 57 
Augusta to Charlotte 163 


Pan American Airways Miami to Havana 

(via Florida Keys) 229 
Miami to San Juan 1180 
Kingston to San Juan 729 
San Juan to Paramaribo, 

Dutch Guiana 1378 
Buenos Aires to Paramaribo 4840 
Miami to Nassau 188 
Miami to Cristobal 

(via San Salvador) 2228 
Cristobal to Miami (via 

Kingston and Barranquilla) 1810 
Barranquilla to Port Spain 1021 
Brownsville to Mexico City 

(via Tampico) 496 
Brownsville to San Salvador 1447 


Pan American Grace Cristobal, C. Z., to Montevideo, 
Airways Uruguay (via Santiago, Chile) 4552 




















THE MAGAZINE OF WALL STREET 





of the 
nt Co, 


- list is 
in the 
| raged 
> force 
lowing 
incipal 
harge, 
hifting 
tually 


t sub 
liaries, 
to the 
w the 
much 
nufac- 
urs to 
yr the 
ntrols 
ports. 
"were 
actur: 
tors). 
is de- 
rests. 
id his 
balls” 


» CON: 




















oo , = : 





8) 
te = 
—— 





Bond Prices Hold Firm Against 
Inflationary Doubts 


Though Commodity Prices Rise, Sound Issues Are 
Still Entitled to a Position in Investment Portfolios 


LL the most exciting things that 
have happened, and are happen- 
ing, to bonds are still below the 

surface. There is nothing in the gen- 
eral aspect of the bond pages in the 
daily press to show that any funda- 
mental change has taken place. The 
Government’s credit still appears ex- 
cellent and high grade corporate bonds 
as a whole are not over far from the 
year's high—and this, so far as it goes, 
makes a pretty picture. But how futile 
it is to discuss in any great detail for 
the benefit of the individual investor 
steadiness here, or the rise of a few 
points there, when the very measuring 
stick by which he is gauging steadiness, 
price appreciation, or price deprecia- 
tion, is changing. 

On the other hand, there are 
those who say that the dollar's de- 
preciation—and it has depreciated 
regardless of the fact that most of 
us have not yet had it brought home 
in our dealings for the everyday 
necessities of life—will shortly be 
the cause of a wild rush from bonds 
into “things” and that in conse- 
quence the quoted price of the for- 
mer will fall greatly. They say fur- 
ther that it is only the Government's 
desire to carry out large refunding 
Operations and to sell large quanti- 
ties of “new” bonds that are deter- 
ing it from more vigorous and ob- 
vious inflation. Let us clear up this 
point first. 

While having the superficial ap- 
pearance of being a logical conclu- 
sion, it may be said bluntly that 
there is hardly the remotest chance 
of any such wild rush from bonds 
taking place—and that the Govern- 
ments immediate financing plans 
have nothing whatsoever to do with 
it. In the first place institutions 
which have no interest in the pur- 
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chasing power of the dollar are the 
greatest holders of bonds and, having 
no interest in the dollar’s purchasing 
power, why should they sell bonds in 
order to protect themselves from its 
changes? In the second place, we have 
committed ourselves to no more than 
reasonable inflation over a reasonable 
period of time and, so long as there is 
no very violent change in this funda- 
mental program, high grade bonds will 
te in demand by those who wish to 
hold their funds liquid and at the same 
time receive some sort of return on 
them, regardless of the fact that they 
may suffer moderate depreciation in 
the meantime. Finally, the Govern- 
ment is not refraining from violent in- 
flation just because it wishes to sell a 


THe M.W S. BOND PRICE AVERAGES 
iW 
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few bonds, but because such a course 
would wreck some of its dearest plans. 
Among other evils, it would bring 
over-speculation. It would bring great 
hardship to labor, whose wages would 
lag far behind the price rise. It would 
paralyze residential construction—un- 
less the Government supplied all the 
money itself—for who would buy 
mortgages? 

It may be said therefore that the 
manner in which the price of good 
bonds is currently being sustained rep- 
resents a normal condition, rather than 
an abnormal condition which one of 
these days will reverse itself suddenly 
to the great disadvantage of holders. 
One might even go a step further and 
say that the Government's price-rais- 

ing program, acting to improve the 

credit standing of all bonds, coupled 
with the Federal Reserve’s direct 
efforts to keep money easy, might 
well result in further price appre- 
ciation. But if the individual who 
has invested, or is contemplating 
investing, in bonds has nothing to 
fear from the price standpoint, he 
must certainly take into considera- 
tion the prospective loss in his capi- 
tal’s purchasing power. Everything 
points to this loss of purchasing 
power, as has been said before, be- 
ing kept within reasonable bounds 
and being stretched over a fairly 
long period of time. There will, 

however, undoubtedly be such a 

loss and whether the individual buys 

bonds now, or sells some of those 
he holds, is merely a question of 
weighing this unfortunate, but not 
entirely unmeasurable, certainty, 
against the less measurable uncer- 
tainty in other forms of investment. 

An investor might well argue the 
matter this way:—‘By buying or 

(Please turn to page 551) 
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HE MAGAZINE OF WALL StTREET’s Bond Ap- factors. There is, of course, no suggestion here that 
praisals of active and important bonds is pre- the individual eliminate all high- grade issues from 
sented in two parts. The sections alternate with his portfolio, for they possess certain advantages, re- 
appropriate alterations and additions, so that holders —_gardless of conditions, not found in other securities. 
and prospective buyers of bonds may be constantly ine | Among the second-grade and more speculative bonds 
formed as to the effect of developments in the largest found in these tables some undoubtedly have large po- 
number of issues. tentialities. Such bonds, however, must be selected on 
Owing to the uncertainty which has grown out of their merits and with due regard to one’s own financial 
the prospect of inflation, or at least a lowering of the condition and the degree of risk that can be assumed. 
dollar's purchasing power, bond purchases for invest- Inquiries concerning bonds should be directed to our 
ment can only be made with a full recognition of these Personal Service Department. 





Railroads 





Total Amount Fixed Charges 
funded of this times earned t Price 





Company debt _ issue Yield to COMMENT 
(mil’ns) (mil’ns) 1981 1932 Callt Recent Maturity 








Atchison, Topeka & es Fe web 


General 4s, 1995. Pn pRCR  kic-a\ a.o-Scaris Signa NC 
NC 
102 ’88 


0 
110 


| i pe 


948... . 810 
California-Arioene ist & Ref. Ais, 162.... 310 
Trans. Short Line 4s, 1958. . = 


el tT) 


High grade bond. 

Tho junior to Gen. 4s, is still strong. 

ree yor a Better grade. 
igh 

Gt ies ee: 4s. Highest grade. 








Baltimore & Ohio R. R. 
ist 4s, 1948 105 

Ref. & Gen. oe ID a hice ssn she ecwtaue 

Conv. 4\és, 1 

vette dhg 4 Division 5s, 1950 

Pitts., L. E. & W. Va. Syst. Ref. ds, 1941. 

Toledo-Cin. Div. ist & Ref. 4s, ’5 


105 

105 ’36* 
105 '45* 
100 
102% 


he el ol 


OIPO3 a | Peaae 


meOKwa Oo 


Great size of issue depressing influence, 
though outlook improved. 

Junior to issue above. 

Junior to two issues above. 

Reasonably well secured. Further apprecia- 
tion possible 

Medium grade. 








Chesapeake & Ohio —— 
ist Cons. 5s, 6.1.39 elk iakee ewe osm 
Gen. 44s, 1 


Ref. & Imp. “B” 41és, 199 Gace 
Hocking Valley ist Cons. 416s, iss. 


NC 
NC 


110* 
NC 


Or Mey | eee oe | ccm 
02 Mig |DOOS0 © lannanan 


~~ Po 
ano ia, 


Investment of the highest class. 

Junior to issue above and prior liens thereto, 
but still strong bond. 

Junior to two issues above. 

Assumed by C. & O. Better grade. 





Chicago, Rock Island & oo we 
General 4s, 1988... 


NC 


Sec. “A” 44s, 1952 ‘ 3 10214* 
ist & Ref. 4s, 1984 : ‘ NC 
Convertible 414s, 1960. eoseers . Q 3 105 ’36* 


~ Chicago Union Station Co. 
ist “A’’ 414s, 1963 is ai 105 


Guaranteed 5s, 1944 








~ Kansas City Southern Ry. 


ist 3s, 1950 
Ref. & Imp. 5s, 1 
Texarkana & F. S. aot 54s, 1960 


~ New York, Ontario & Western Rly. 
Ref. (now 1st) 4s, 1992 


ne Nt oleae igi 





a 
a 


Reorganization in process. Int. in default, 
but this issue should ultimately emerge 
undisturbed. 

Secured by $45,000,000 ist & Ref. 4s. 

Some scaling down ‘likely. 

Junior to issue above. 





Guarantors include the Burlington & St. 
Paul. Also secured by mortgage. 

Bears similar guarantee to issue above, but 
not mortgage secured. 





No more than fairly strong. 
Junior to issue above. Almost speculative. 
__None too strong. 





Though medium grade, possesses further 
possibilities. 
Junior to issue above. 





Norfolk & Western Rly. 
ist Cons. 4s, 1996. 
Div. ist & Gen. 4s, 1944. 
Pocahontas C. & C. P. M. 4s, 1941. 


An investment of the highest class. 
Junior wd issue above, but still high grade. 
High grade. Ak 








Public Utilities 





American yy oe . ae Co. 
Coll. Tr. a 
Deb. 5s, 1965 


Of the highest grade. 
Strong bond, though unsecured by mortgage. 





—_——_ Electric Power Co. 
& Ref. 5s, 1956 
Appalachian Power 1 ist 5s, “ioa1. 


Reasonably good caliber. 
Prior in lien to issue above. 





Brooklyn Edison C-en, “A” 5s, 1049... a 


Cincinnati Gas & Elec, ist Ky A 1968... 
Columbia Gas & El. Deb. 5s, 1 


High caliber unaffected by agitation for lower 
rates. 

High grade investment. 

Position improved. Further price apprecia- 
tion possible. ft 





Columbus Ry., Po 
ist & Ref. can vag 19 
Convertible 514s, 1942 


Better grade bond. 
Security equivalent to issue above. 
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Public Utilities (Continued) 


Total Amount Fixed Charges 

funded ofthis times earnedt Price 

debt issue - ~ — Yield to COMMENT 
(mil’ns) (mil’ns) 1981 1932 Callt Recent Maturity 











Con. Gas of New York 
Debenture 4}s, 1951 140 4.7 3.7 106* 97 ; Better grade even should lower rates be made 
effective. 
NC j High grade. 
100 9 Junior to issue above, but still strong. 
105* i Better grade investment. 
105 : Good, sound issue. 
104* , Good grade. 


Westchester Lighting 1st 5s, 1950. ae 9 
N. Y. & Westchester Gen, Ltg. 4s, 2004. 10 
~ Dayton Power & Light ist & Ref. 5s, 1941. ess 20 
Idaho Power ist 5s, 1947 
Indianapolis Pwr. & Lt. 1st “A” 5s, 1957... . 
Interstate Power Co. 
ist 5s, 
” Deb. 6s, 1952 
Kansas City Power & Light 1st 4!«s, 1961... 
Louisiana Power & Light 1st 5s, 1957 
Louisville Gas & El. ist & Ref. “‘A’’ 5s, 1952. 
Milwaukee Gas Light ist 44s, 1967 
Minnesota Pwr. & Lt. ist & Ref. 4\és, 1978.. 
New England Power Ist 5s, 1951 
New York Edison 
1st “— & Ref. “B”’ 5s, 1944.. 123 
N. s & El. ag Heat & Pwr. ist 5s, 1948 123 
do P. 2M. 4s, 194 123 
Northern States — Co. (Minn.) 
ist & Ref. “A” 5s, 1941 
Ref. 4s, 1961 
Minneapolis Gen. El. 1st 5s, 12.1.34 
Oklahoma Gas & Electric Co. 
1st 5s, 





bobo Co) hm 
Oaad9| Pept lomalasa 





104* F Small margin over charges. None too strong. 
104* = .. Junior to issue above. 

110 s High grade investment. 

105* z Reasonably good security. 

110 Better grade investment. 

10714* 5 Better grade. 

102* : A good, medium grade issue. 

105 aa .. Better grade investment. 











195* ; High grade investment bond. 
: {Assumed by New York Edison. 
NC i . \ Gilt edged. 


PA | dodo ms] CO ee ee 
Coe SCrpwoaroiae (awow| 34 
Hr | es bo es) BO C0] eee 


coo 





10214* : Better grade. 
105* Almost equivalent security to issue above. 
aa, .4 High grade 


29 no 80 
eS2aew 
bo po bo 
al lea 








194* i Medium grade only. 
10214 * : Jr. to issue above and prior liens thereto. 


et 





Utah ow & Light Co. 
ist 5s, 1944 
1st & Gen. ng 1944.. 
™ Deb. “A” 6s, 2022 
_ Utah Lt. ry Trac. ist & Ref. = 5s, 44.. 


105 i Of fair caliber only. 
10214 ; Equal amount of ist 5s pledged hereunder. 

110* . ay Junior to two issues above. Semi-speculative. 
105 , Guaranteed by Utah Power & Light. 


Cnan [oo 


tt ak et 
et te 
SCADD 











Industrials 





Aluminum Co. of America Deb. 5s, 1952 .... ay en 105* 98 5.2 Some doubt as to real status, but probably 
reasonably safe issue. 

American Radiator Deb. 4's, 1947 ‘ 10114* 100 4.5 Company’s business is cr. disappointing, 
but bond is a strong on 

American Rolling Mill Deb. 5s, 1948........ é 10314* 72 8.3 aga better. Plans jaid - to meet November 








turity. 
_ Com’l Investment Tr. Conv. Deb. 514s, ’49... 20 _20 . , 110* ___108 5.2 Good, sound bond. 
Goodrich (B. F.) 
6 I 107 94 7.2 Medium grade. 

Conv. Deb. 6s, 1945 43 3 106* 68 10.8 Junior to issue above, though better prospects 
probably not over-discounted at current 
prices. 

~ Strawbridge & Clothier ist 5s, 1948......... 12 . .8 103* “s . Almost — though prospects better. 
Remington-Rand Deb. “A” 5l4s, 1947. 18 x i 104* 17 8.3 cYears to $3.81. Still speculative, though 
Co. strong financially. 














United States Steel Corp. 
es Steel Deb. 4\%s, 1940.. ae 99 i dof. 105 103 4.0 ; 
C. L. S. & East. 1st 44s, 1969. 99 110 103 4.3 ja U.S. Steel’s earnings, guarantor. All are 
Frick rt C.) Coke Pitts-Mon® P. M. 5s, - we high grade A 


Not Guaranteed. f 
Elgin, Joliet & East. Rly 1st 6s, 1941...... 12 2 A NC 97 5.5 While late conditions have lowered caliber 
somewhat, is probably attractive now. 
a; __Tenn. C. & 25 R. R. Gen. 5s, 1951. eo ies ri > NC 104 4.7 Strong, well-secured bond. 











Short-Term Issues 


Due Date 


~ Atlantic Refining Deb. 6s Sc 14 6 : : ole 104 3.9 Good grade investment. 
Buffalo Gen. El. ist Ref. 5s 7 3s ‘ 105 106 ig High grade bond. 
f. 





Chicago Gas, Light & Coke 1st §s........... 7.1. 10 NC 102 ‘4 High grade investment. 
Gulf Oil Deb. 5s i. 28 ~—SCté de’ 103% 101 d “Medium to high” grade issue. 
Humble Oil & Refining Deb. 5s ake 20 102 











104 i Wide margin earned last year over interest 
requirements. High grade. 


as | 
New York Telephone ist & — 4s. mS 61 4! A 110 104 : Gilt-ed 
e' j 





Pacific Tel. & Tel. ist & Col 1.2.37 27 110 106 A Of the fighest grade. 
_ Virginia Rail & Pr. ist & Ref. on 1st) 5s... 7.1.34 a3 105 102 ‘ Strong issue. 

i Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded debt and other debt, 
Tents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on "funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. {An entry such as 105 +36 means that the bond is not callable until 1986 at the price named. * Indicates that the issue is callable as 
a whole or in part at gradually decreasing prices. 
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INTERNATIONAL NICKEL CO. 





Prospects Brighter for World’s 
Leading Nickel Producer 


Recovery of Former Earning Power in Prospect 
as Demand for Nickel Products Increases— 


By-Product Metals Should Enhance Revenue 


By Wittiam Wren Hay 








which exercise a : ? ing markets everywhere 

quasi-monopoly over Consumption of Nickel and now that its use has 

the supply of some essential (Dens of 8000 Poends) been firmly _ established 

raw material are much FS throughout the world, a 

b : % World United States Motor Cars revival of naval buildin 

sought after by investors 58,500 25,000 7,000 eviv re 

because the very existence 68,000 31,000 8,078 seems to be getting ed 

seem to protect the stock- 36,500 12,500 4,000 large outlet is eing 
holder from losses. On the 28,500 6,800 “ees restored. 


i OR PORATIONS many of the fastest-grow- 


other hand, most monopo- 








lies are unable to obtain 


The present corp ration 
is a Canadian enterprise 








more than an ordinary rate 

of return on their capital, for two 
reasons; first, they are seldom able to 
control the demand for their produc- 
tion; and second, in order to perpetu- 
ate the monopoly they are forced to 
invest sufficient capital to meet all the 
demands made upon them. 

This is especially true of Interna- 
tional Nickel Co. of Canada, Ltd., 
which has a virtual world monopoly of 
nickel production, and of Aluminum 
Co. of America, which is presumed to 
have a monopoly of the aluminum 
bearing ores in America. Both of these 
concerns have had to expend a great 
deal of money and effort to induce 
manufacturers to use their metals and 
both of thera have had to invest large 
amounts of capital in facilities to sup- 
ply nickel and aluminum, respectively, 
to any and all buyers in any quanti- 
ties at any time. In ordinary times, 
demand taxes them to the utmost and 
they earn a fair return on the engaged 
capital; at all other times, their facili- 
ties become a burden and they are un- 
profitable. On the other hand, the 
use of both of these comparatively new 
metals in industry is growing rapidly 
and much more may be expected of 
both of them. 


The earliest use on a large scale for 


for armor plate and up to the close 
of the World War this demand was 
so urgent that it over-shadowed all 
other uses. Notwithstanding the fact 
that the world race to build large 
navies was what made it originally 
profitable to exploit the Canadian 
nickel mines on a grand scale, many 
other outlets were cultivated success- 
fully and the use of nickel for war 
and peace purposes was nearly bal- 
anced before hostilities commenced. 
During warfare, the demand for this 
essential metal caused its production to 
be doubled and redoubled, but when 
peace was restored, nickel became a 
drug on the market because its other 
outlets had been neg’ected or it was 
displaced by other metals. 


New Uses Broaden Demand 


However, a definite and directed pro- 
gram of sales promotion was under- 
taken and the restoration of consump- 
tion where nickel had been already 
established was rapid while new uses 
were developed and pushed so success- 
fully that the use of nickel for peace- 
time purposes was greater, both in 
1928 and in 1929, than it had ever 
been during the war. Furthermore, 


nickel was in steels for ordnance andthe demand for nickel now comes from 


526 


and was organized under 
the Companies Act of the Dominion 
of Canada, in 1916; it was reorganized. 
in 1928, as a holding company and 
now owns and operates properties in 
Canada, the United States and in 
Great Britain. Its mining properties in 
Canada are recognized as the richest 
mineral deposit anywhere in the world 
and its proved ore reserves are suf: 
cient to last more than a quarter 
century at normal rates of growth of 
world consumption, while there is 
reason to believe that its mineral zones 
will be able to supply the requirements 
of the entire world for at least 50 years 
to come. There is no metal, other than 
nickel, of which so large a proportion 
of the known supply is found in one 
country and, since International Nickel 
owns practically the entire supply in 
Canada, its monopoly is assured for 
more years than the ordinary share 
holder contemplates when he buys @ 
common stock. 

The mineral reserves of this enter 
prise include nickel and copper ores, 
combined ores and precious metals. 
Copper has become increasingly im 
portant to International Nickel, it 
the largest producer of platinum ™ 
the world and large amounts of gol 
and silver are also recovered. As 4 
source of income, the precious metals 


THE MAGAZINE OF WALL STREET 





Wipe 
wid 
the ; 
Was 

coun’ 
Searc 
Was 

the 


for | 


grow 
where 
e has 
lished 
Id, a 
ilding 
under 
f this 


>ing 


ration 
prise 
inder 
inion 
rized, 
and 
es in 
d in 
ies in 
chest 
vorld 
sufh- 
irter’ 
h of 
e is 
ones 
rents 
years 
than 
rtion 
one 
ickel 
y in 
for 
are’ 
ys a 


iter’ 
ores, 
tals. 
im: 
it 1s 
) in 
gold 
is a 
tals 


SET 


accounted for over 20 cents per share, 
in 1930, and promise even larger reve- 
nues in future. 

Two years ago, the company com- 
pleted a large program of expansion 
which involved the expenditure of 
more than 50 million dollars and, since 
in the interim it also acquired The 
Mond Nickel Co., Ltd. (England), 
total capital has been increased nearly 
$100,000,000 in five years. Owing to 
the importance of its refineries and 
fabricating plants, International Nickel 
is more of a processing concern than a 
mining enterprise. Through its sub- 
sidiaries in this country and in Eng- 
land, it refines, markets and fabricates 
nickel, copper, copper-nickel alloys 
(Monel Metal), precious metals and 
by-products. 


Ample Facilities 


Facilities have now been provided 
for the anticipated world demands for 
the company’s production for many 
years to come and now enable the com- 
pany to mine, mill and refine 90,000 
tons of nickel, 120,000 tons of copper 
and 300,000 ounces of platinum annu- 
ally, to say nothing of 3 million ounces 
of silver and 150,000 ounces of gold. 
When the state of world trade enables 
International Nickel to operate at high 
rates of its capacities it is quite prob- 
able that this Canadian property may 
then be the world’s lowest-cost produc- 
er of copper. Sales of nickel in all 
forms aggregated more than 60,000 
tons in 1929, the year of greatest con- 
sumption so far and from this level it 
would be 5 or 6 years longer before 
the full capacity of the present facili- 
ties would be fully taxed. The con- 
sumption of nickel is stated to have 
been growing at the rate of 812% 
annually, but the evidence now in- 
clines towards a more uniform increase 
from year to year, of about 12,000 
tons. 


alloy steels were beginning to be 
adopted in this country and the suc- 
ceeding years witnessed the rapid adop- 
tion of nickel throughout industry for 
many purposes. More recently there 
was a very fast development of corrosion 
resistant (chrome-nickel) steels which 
not only consumed large amounts of 
nickel but intensified the demand for 
‘Monel Metal,” which compares favor- 
ably in appearance and in other desir- 
able qualities. Last year, International 
Nickel appealed directly to consumers, 
advertising “Monel Metal” kitchen 
sinks. ‘These developments have not 
been confined to the United States, but 
have been world-wide. Even the de- 
basement of silver coinage or the use 
of other coins required nickel to re- 
place the silver content. The only 
common denominator of use whereby 
to measure the relative growth of our 
consumption of nickel is pig iron be- 
cause by far the largest amount of 
nickel is melted to make iron and steel 
alloys. Pounds of nickel imported into 
the United States per ton of pig iron 
made here increased from being slightly 
over 1 pound, prior to 1925, to over 
2 pounds per ton by 1930. 


United States Is Largest User 


The United States is by far the 
biggest customer International Nickel 
has and during the past 5 years we took 
53.5% of its entire sales of nickel and 
consumed 45% of the entire world 
takings of all nickel. The motor car 
industry is the largest single user of 
this metal, as it is of many raw mate- 
rials and it is estimated that the aver- 
age motor car requires a little over 6 
pounds of nickel in the form of alloy 
steel or otherwise, while for several 
years this giant industry has taken 
about 28% of our total consumption 
of nickel. 

The capital structure of Interna- 


tional Nickel, when examined in detail, 
appears rather intricate at first glance 
because many corporate changes and 
mergers have left several classes of pre- 
ferred stock outstanding besides vari- 
ous funded debts of subsidiaries. How- 
ever, the stock market is mainly con- 
cerned with the 14,584,000 shares of 
no-par value common stock, of which 
14,584,049 shares are authorized to be 
issued on exchange of all minority in- 
terests, etc. When the present corpo- 
ration was re-organized, in 1928, share- 
holders of the former parent company 
received 6 shares of the present com- 
mon stock for each share of the old 
New Jersey company. This was equi- 
valent to a 6-for-1 split-up, which 
caused the old stock to sell for 43 
times current earnings. 


Recovery Begins 


Last year the present shares sold 
down to 34% on a small deficit, but 
have recovered to the current level 
around 20 with the indications of 
returning earning power. As of 
June 30, the company reported net 
income equivalent to 10 cents a 
share on the common stock for the 
second quarter against a small deficit in 
the same period of last year. Indica- 
tions are that further improvement will 
be shown in ensuing months. If motor 
car sales are sustained and the demand 
for stainless steels and other alloys con- 
tinues to increase, it is reasonable to 
expect International Nickel to regain an 
earning power of $1.50 per share. This 
was its estimated potential earning rate 
even before expansion was undertaken. 
With normal world conditions it 
might conceivably be higher—depend- 
ing in some measure on the price for 
copper. No dividends are being paid 
on the common stock at this time, but 
a rapid recovery of nickel consumption 
is in progress all over the world and war- 

rants the expectation 
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Moving From Red Ink to Black 


These Six Companies Have Put Deficits Behind Them 
and Are Showing an Upward Earnings Trend Likely 


ECENT surveys have indicated 
that on a basis of actual physical 
quantities there has been but 
little decline in the consumption of 
basic food products during the depres- 
sion: Comparisons on a dollar sales 
basis are, of course, another thing. On 
the other hand, paint consumption has 
dropped off severely, both as to volume 
and dollars. For these reasons, diver’ 
sification of the Glidden Co. into the 
food field during the past few years has 
been a fortunate venture. The rela- 
tive stability of the food division has 
enabled the company to show some op- 
erating income in even the worst year. 

Glidden’s experience in paints and 
varnishes dates back over 60 years. 
The food division is a product of re- 
cent growth and has been built up to 
the point where it contributed 45% of 
total sales in the 1932 fiscal year, 
equaling the paint and varnish division. 
Chemicals and pigments supply the re- 
maining 10%. About 40% of the 
paint and varnish products are sold at 
retail, largely through the company’s 
own stores located principally in the 
South, but also through chain and in- 
dependent paint stores. The balance 
goes to the automobile, building, rail- 
way, farm machinery, radio, furniture 
and many other industries. 

The food division had its beginning 
in a desire to utilize more fully the 
capacity of the company’s crushing 
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mills. And the first move was the 
production of edible oils, principally 
from copra, the dried kernel of the 
cocoanut. In 1929, while engaged in 
expanding this division, Glidden ac- 
quired, among others, E. A. Durkee & 
Co. Later the name was changed to 
Durkee Famous Foods, Inc., and 
around this nucleus the food business 
has been consolidated. In addition to 
Durkee’s “Famous” salad dressing, 
mayonnaise dressings and other condi- 
ments, products include cocoanut but- 
ter, various cocoanut oils, shredded 
cocoanut and table margerines. 

During the depression Glidden has 
strengthened its position through in- 
creased plant efficiency and a program 
of debt reduction. Total funded debt 





standing in 1930. Subsidiary funded 
debt has been reduced $100,000, to a 
present total of $180,000. The finan- 
cial position is strong, with the ratio 
of current assets to liabilities better 
than 11 to 1. 
7% cumulative prior preference stock 
ahead of the 650,000 shares of no-par 
common. 

Earnings have turned sharply up: 
ward in recent months. For the latest 
fiscal year, ended October 31, 1932, 
the company showed only 6 cents for 
the common, after crediting to income 
such non-recurring items as discount 
on bonds retired, tax refunds, etc. Re 
flecting increased volume and higher 
prices in all divisions, earnings for the 
nine months ended July 31, were 90 
cents per common share, against a defi 
cit of 60 cents on the common in the 
corresponding period of 1932. For 
the July quarter, $1.20 was shown for 
the common, against a deficit of 33 
cents for the three months last year. 

With such rapid strides being made 
in restoring earning power, and with 
the preference dividend slate clear, the 
common is in line for dividend resump’ 
tion. The latest payment was 30 cents 
quarterly in 1930. If the earnings 
trend is maintained, a higher price than 
the recent $19 a share would seem to 
be warranted for the common. 


Motor Products Corp. 


IKE the motor companies them- 
selves, most of the suppliers of 
parts and accessories are depend- 
ent upon volume for profits. Plants 
are generally set up for straight-line 
mass production, and without volume 
such efficiencies are little more than 
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theoretical. This situation explains 
why parts makers are generally 
plunged into the “red ink” whenever 
automobile manufacturing operations 
decline for any length of time. By the 
same token, it is but a short road back 
to “black ink’ when motor manufac- 


turers in general begin to put out the 
“Help Wanted” signs. ; 
Motor Products Corp. makes quite 
an extensive repertoire of parts whic 
go into the original equipment of auto’ 
mobiles. The list includes radiators, 
windshields, fenders, hoods, mufflers, 
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ywls, hubs, hub caps, exhaust pipes 
and motor manifolds. Its main plant 
j) in Detroit, and it also operates 
sickel and chromium plating plants. 
Through its predecessor companies, 
Motor Products has been in the busi- 
ness since 1916, and its sales connec- 
tions are now such that it supplies one 
of more products to practically every 
important automoile manufacturer, in- 
duding Ford, Hudson, Packard, Chrys- 
ler and most General Motors divisions. 
With its wide list of products and 
its broad market among motor makers, 
Motor Products reflects, in its oper- 
ations and earnings, every turn and 
twist in automobile manufacturing ac- 
tivities. In the March quarter, when 
ar sales were low, it reported a deficit 
of 77 cents for its stock. In the June 
quarter, with motor production sharply 
expanding, there was such an about- 
face in earnings that a balance of $1.03 
was shown for the stock, against 29 
cents in the corresponding three 
months of 1932. For the first half of 
this year, earnings were 25 cents a 








share, against a deficit of 65 cents in 
the first six months of 1932. 


Over the years, earning power has . 


fluctuated quite as widely. Adjusted 
to reflect the retirement of preferred 
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stock in 1929 through issuance of ad- 
ditional common, the following com- 
parisons are shown: $7.60 per share in 
1925, followed by a drop to $2.02 in 


Raybestos-Manhattan, 


AYBESTOS - MANHATTAN 
R is one of those good-time con- 

solidations, which, having been 
put together just before the business 
recession set in, has never had a 
chance to prove itself under consist- 
ently favorable operating conditions. 
Dependent upon the automotive field 
for approximately 50% of its sales 
volume, with the remainder supplied 
by a diversified group of industries, its 
business necessarily suffered severely 
just at the time it was all set to go. 

It was in July, 1929, that the Ray- 
bestos Co., United States Asbestos Co. 
and Manhattan Rubber Manufactur- 
ing Co. were consolidated to form 
Raybestos-Manhattan, Inc. The con- 
solidated company produces an ex- 
tensive line of standard and special- 
ized asbestos and rubber products, such 
as asbestos textiles, brakes, brake ser- 
vice equipment, rivets and rivet setting 
machinery, clutch facings, fan belts, 
tubber belting for various industrial 
purposes, rubber hose, rubber lined 
tanks, pipe, etc. The company is 
among the largest manufacturers of 
brake linings and clutch facings. Its 
products are distributed in the United 
States through branch offices in the 
Principal cities; in Europe through an 
English subsidiary and other agencies. 

Having no burden of funded debt 
to drain its resources, Raybestos has 

en able to maintain a strong financial 
Position while maintaining dividend 
for SEPTEMBER 16, 1933 
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payments on the only capital obligation 
—647,400 shares of no-par stock. 
There was a net loss of $457,000 in 
1932, when sales were off 33% from 
1931. The total volume of slightly 
less than $8,000,000 compared with the 
the record sales total of over $22,000,- 
000 in 1929. In 1931 net earnings 
were $554,000, a sum which was se- 
verely reduced by charge-offs of $481,- 
000 for adjustments of inventories and 
Canadian exchange.. In 1930, $1.75 
was shown for the stock, against $4.83 
in 1929. 

Raybestos broke definitely into the 
black in the June quarter, with earn- 
ings of 46 cents a share, against a loss 
in the March quarter. For the first 
half of the current year earnings were 
36 cents a share, against a deficit fig- 


1926 and a small increase in 1927; in 
1928, record earnings of $13.52; 1929, 
$10.85, followed by a drop to $2.49 in 


1930. In 1931 there was a small net 
loss, while 1932 resulted in an oper- 
ating loss of $319,000. 

The company has no funded debt, 
the only capital obligation outstanding 
consisting of “190,985 shares of no-par 
common. This restricted capitalization 
is necessarily quite volatile in its mar- 
ket action. Dividend policy is liberal, 
and justifiably so, what with no senior 
obligations and a relatively strong fi- 
nancial position. The $2 annual rate, 
begun in 1927, was maintainéd to the 
end of 1932, although not earned in 
either 1931 or 1932. In 1929, the 
total distribution, including extras, was 
$10. With the motor industry look- 
ing to an active autumn selling season, 
Motor Products is attractive around the 
recent level of $31. For if earnings 
are maintained at anywhere near the 
June quarter rate, resumption of divi- 
dends would likely be in the cards 
before many months have passed. 


Inc. 


ured at 18 cents a share in the first six 
months of 1932. With automobile 
manufacturing holding well above the 
1932 level and with general industrial 
activity likely to score further advances 
in the autumn, the earnings trend in 
the near future should be favorable. 

The company’s property account, less 
notably conservative reserves for de- 
preciation, is carried at only $6,674,- 
592. It is worth noting that this item 
of fixed investment, one of the major 
problems of any manufacturing enter- 
prise, only slightly exceeds net current 
assets. The latter item, as of March 
31, was $6,307,351, including cash of 
$583,842 and $2,568,043 in marketable 
securities. This compares with current 
liabilities of only $357,558. 

Dividends are currently being paid 
at the annual rate of 60 cents per share. 
Last year, 70 cents was paid, while in 
1930 the rate was 65 cents quarterly. 
Continued earnings at the present rate 
would probably result in a larger dis- 
tribution to stockholders. The earn- 
ings outlook is brightened by the con- 
sideration that adjustments due to con- 
solidation have probably been com- 
pleted during the years of depression, 
so that Raybestos should be in a posi- 
tion to reap the full benefits of good 
times. That the stock is still reason- 
ably priced, at recent levels around $18 
to $19, is revealed by the fact that 
about half the market valuation is 
represented by net current assets alone. 
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Sears, 


ITH its retail stores, which 

were something of a white ele- 

phant last year, again oper- 
ating in the black, Sears, Roebuck ap- 
parently has definitely turned the 
corner. Price declines which brought 
inventory write-offs, and a practically 
non-existent consumer purchasing 
power, resulted in a loss of $4,302,960 
from retail store operations in the 56 
weeks ended January 28, 1933. 
Another major source of loss last year 
was thé home construction division, 
which ran $1,154,984 into the “red.” 
Factory operations showed a small 
profit, and the mail order division re- 
turned a profit of $3,104,515. Last 
year’s net loss of $2,544,000 was the 
first since 1921. 

In the 24 weeks ended July 15, this 
year, mail order, retail stores and fac- 
tories all showed profits, with the home 
construction and Encyclopedia Brit- 
tanica divisions still in the “red.” The 
turn came in April, for up to March 
25 there was a loss of $1,587,000, and 
in the period from March 26 to July 
15 there was a profit of $3,206,000. 
Net before Federal taxes, but after de- 
preciation, for the 24 weeks was $1,- 
619,811, against a deficit of $2,120,019 
for the corresponding period last year. 
Earnings figure out at 34 cents per 
share, against a deficit of 44 cents last 
year. And this result was achieved 
after writing off and charging to cur- 
rent expenses the $350,000 cost of the 
Sears building at the Century of Pro- 
gress Exposition, $150,000 out of 
$233,000 deposits in closed banks, and 
more than $300,000 additional for 
other capital items and non-recurring 
losses. 

Sears’ retail store business now ac- 
counts for over 50% of its total vol- 
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ume. The company has had eight 
years of store retailing experience, dur- 
ing which it has overcome several difh- 
cult operating and personnel problems. 
During the past three years, particu- 
larly, great progress has been made in 
putting the large department—or Class 
‘““A”—-stores on an efficient basis. Un- 
til 1932 retail store sales held up well, 
but in that year the large stores, for 
the first time, showed a loss. The “B” 
stores, stocking mainly hardware, tires 
and accessories, radios, electrical appli- 
ances and sporting goods, experienced 
a sharper decline in sales and heavier 
losses. Although their average volume 
is considerably less, there are 239 “B” 
stores, as compared with 49 “A” 
stores. The 94 “C” stores, which 
carry only the most staple merchandise 
and are located principally in large 
cities and their suburbs, were able to 
show a profit even in 1932. 

Unlike many chain systems, Sears is 
in a relatively good position as to 
leases. Out of a total of 345 leased 
stores, the leases on 135 expire in 1933 
and 1934, with 92 others expiring be- 


Roebuck & Co. 


tween 1935 and 1937. Its recent long- 
term leases have been made on a per. 
centage basis. The ratio of rentals to 
sales volume in 1932, while higher than 
in any previous year due to falling 
dollar volume, was less than 4%. 
Nearby lease expirations will permit of 
downward adjustment of an important 
element of costs. 

Operations under N R A, it is esti- 
mated, will add about 15% to payrolls, 
with most of the addition falling upon 
the retail stores. But an equivalent 
percentage gain in sales would restore 
the previous ratio of payrolls to gross 
volume. It is evident from the recent 
earnings statement that re-employment 
and increasing payrolls under the Blue 
Eagle are reviving purchasing power. 
Meanwhile, with prices rising, write- 
downs have become less than normal, 
and it is reported that Sears bought 
merchandise on a large scale before 
the price advance began. 

Farm revenues are of greatest im- 
portance to the mail order division. In 
the nine years from 1923 to 1932, 
Sears’ mail order sales amounted to an 
almost uniform proportion of 2% of 
farm income. This division, therefore, 
will profit according to the degree of 
success achieved by the Agricultural 
Adjustment Administration. 

Everything points to continued 
profits recovery in merchandise sales 
divisions. Sears is still strong finan- 
cially, despite the backing up of home 
construction mortgages. As the lead- 
ing mail order house and the largest 
retail distributor, the company should 
share importantly in returning pros 
perity. These considerations make the 
stock attractive around recent levels of 
$43, even though dividend resumption 
may be some distance off. 


Baltimore & Ohio 


OR the first time in four years 
Baltimore & Ohio’s car-loadings 
ran ahead of the previous year last 
June. Since that time operating rev- 
enues have shown a striking come-back, 
helped largely by increased operations 
in the Pittsburgh industrial area. Net 
operating income in July was $4,232,- 
308, against $1,641,586 for the month 
last year. Seven months’ net operat- 
ing income was $15,271,273, as com- 
pared with $10,683,758 for the period 
last year. 
It is estimated that net income for 
July was around $1,800,000, after pro- 
portional charges—or about 63 cents 
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a common share. The net for July 
just about equalled the deficit after 
charges for the first seven months; so 
that another month of similar earnings 
would even things up. 

Largely reflecting an increase in pay- 
rolls and maintenance, expenditures in- 
creased more than a million dollars, 
only about $2,600,000 of a gross gain 
of $4,150,000 being carried over to net 
operating income for the month of 
July. While the ratio of total operat- 
ing expenses to gross was just under 
60%, the transportation ratio was the 
lowest in years—28.08%. The addi- 
tional gross business was handled at an 


added transportation cost of $333,844. 

The current earnings status would 
seem to indicate clear sailing for the 
equities; but it happens that finances 
still exhibit the marks of one rather 
bad year and the difficulties of meeting 
maturities. Of all the nation’s car 
riers, B. & O. is the largest borrower 
from the R. F. C., with a total of $70,’ 
000,000 of such obligations, if we in- 
clude $2,500,000 loaned to the Alton. 
But most of this money was borrowed 
to pay off maturing bond issues, and 
not to pay interest. Therefore, the 
effect has been not to increase the total 
indebtedness, but rather to add to the 
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burden of fixed charges through higher 
interest rates on R. F. C. loans. Last 
year fixed charges were $33,390,000, 
against $28,000,000 in 1929. 

But B. & O. covered its fixed 
charges in 1930 and 1931, with $7.44 
earned for the common in the first 
year and 42 cents in the second. Only 
in 1932 did it fail to earn interest, 
showing for that year a net loss of 
$6,335,000 after charges, as compared 
with a profit of $3,428,000 in 1931. In 
1929, profits were $28,768,000, which 
meant $10.31 for the common. 

The latest available balance sheet 
showed current liabilities in excess of 
current assets; but this position is 
likely to be considerably changed be- 
fore the end of this year, if earnings 
are maintained, and the process of all- 
around financial rehabilitation should 
make rapid strides. Since the $58,- 
863,162 4% preferred stock is non- 
cumulative, restored earning power on 
the 2,562,953 shares of $100-par com- 
mon stock is practically in sight. 
Funded debt amounts to $596,452,046, 





HE almost perpendicular upturn 
in the automobile sales curve 
which began. in April pulled 
Bendix out of the “red” with the alac- 
rity of one of its own starters. Opera- 
tions for the first quarter of this year 
had resulted in a net loss of $267,463. 
Net profits for the June quarter were 
$816,849, or the equivalent of 39 cents 
a share. These results wiped out the 
deficit of the first three months and 
left a net profit of $549,386 for the 
first half of 1933, or 26 cents a share, 
as contrasted with a net loss of $52,- 
126 in the first six months of last year. 
Bendix Aviation Corp. is well in- 
trenched in the automotive field. Its 
name is a bit misleading, for the vol- 
ume of business done with the automo- 
tive industry is about ten times that 
with the aviation industry. Bendix is 
a holding company, organized in April, 
1929, to control some twenty domes- 
tic subsidiaries, together with affiliated 
foreign companies. To combine manu- 
facturing activities of smaller units 
with larger ones, the Bendix Products 
Corp. was organized in 1931, concen- 
trating major production activities at 
South Bend. Names of subsidiaries 
have been preserved, but they now 
function only in a sales capacity. 
he measure of Bendix’s importance 
to the automotive field—and vice versa 
—ls indicated by the fact that under 
Contracts in force early this year it was 
pplying about 80% of the starting 
tives, 30% of the brakes and 12% 
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or about 65% of total capitalization, 
and is not excessive for the property. 
With its controlled roads—the Read- 
ing, Central of New Jersey; Buffalo, 
Rochester & Pittsburgh; and Alton 
Railroad—the system comprises some 
10,750 miles. The lines cover a rich 
territory between the Eastern seaboard 
and Chicago and Lake Erie, with con- 
nections to many important traffic 





Bendix Aviation Corp. 
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of the carburetors used by that indus- 
try. And this position is being continu- 
ally strengthened by research in the 
development of new products. “Start- 
ix,” which eliminates use of the floor 
starter button, and “Bendix Clutch 
Control”—both introduced in 1931— 
are standard equipment on many 1933 
models. Newer products include B-K 
vacuum power brakes, automatic trans- 
missions and air-operated steering de- 
vices. 

Although accounting for only a small 
part of its present volume, the com- 
pany’s aviation operations promise to 
build up importantly over the longer 
future along with the growth of that 
industry. A great many Bendix prod- 
ucts are standard equipment on most 
planes—such as the duplex brake and 
rudder control, earth inductor com- 





centers. Manufactures and miscel- 
laneous freight lead in revenues, con- 
tributing about 47%, although their 
tonnage ratio, at about 30%, is second 
to bituminous coal which accounts for 
about 46% of tonnage and about 29% 
of revenues. 

Losses of coal traffic were more se- 
vere than in other classes of freight 
last year, chiefly due to the low rate 
of steel operations in the Pittsburgh 
district. Some of the loss in bitumin- 
ous tonnage was also attributable to stiff 
competition from Southern fields and 
labor difficulties. With competition 
in the coal fields lessened by operations 
under the code and with the industrial 
pick-up giving indications of renewed 
vigor in the autumn, the outlook is now 
such as to indicate higher levels for 
both the common and preferred stocks 
in the autumn. Both stocks have re- 
cently been selling around $36, the pre- 
ferred having less longer-term attrac- 
tiveness because of its limitation to a 
$4 dividend. The B. & O. management 


is progressive and efficient. 


passes, bank and turn indicators, and 
navigation lights. The company makes 
virtually all the aviation starters used 
in this country and the majority of gen- 
erators for lighting and other electrical 
needs. 

Capital structure is simple. There 
is no funded debt, with the exception 
of about $432,000 real estate mortgages 
and miscellaneous obligations, and the 
only outstanding stock consists of 
2,097,663 shares of $5-par common. 
General Motors owns 500,000 shares, 
or nearly one-quarter of this amount, 
and two vice-presidents of the motor 
company are on the board. 

Despite a reduction of about a mil- 
lion dollars in net working capital in 
1932, when operations resulted in a 
net loss of $1,210,000, a strong finan- 
cial position has been maintained. At 
the close of last year current assets 
were nearly $8,000,000, including cash 
and government securities of $3,537,- 
000, against current liabilities of $1,- 
340,000. In 1930 there was a severe 
drop in profits from the $3.65 reported 
for 1929, with only 57 cents shown for 
the stock. In 1931 net was 74 cents. 

The outlook for the stock closely 
parallels that of the major motor units. 
The reading of this outlook varies, but 
there is a well-founded opinion that the 
industry is definitely on the mend and 
that deferred requirements should be 
sufficient to hold at least a good part 
of the recent sales gain until a broader 
general purchasing power is restored. 
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of general investment interest. It welcomes free expression of opinion. The services 
of this department also are available for answering investment questions of general 
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Things Our Readers Think 


An Insider Reports on Automobiles—What One 
American Saw in Europe—The Profit Motive 


Editor, READERS’ FORUM: 


During the depths of the depression 
there seemed to be a tendency for pur- 
chasers of automobiles to pay cash for 
the entire transaction, apparently for 
the reason that many individuals be- 
cause of their lack of confidence in the 
banks felt that it was more desirable to 
pay in full for their purchase than it 
was to keep either the money in the 
bank or to hide it somewhere. There 
was also the incentive, natural at any 
time, of threatened inflation, of trans- 
ferring values from money to goods. 
Statistics of the National Association 
of Finance Companies show that dur- 
ing 1932, 48.6% of the cars were sold 
on time, whereas in 1931 the sales of 
cars on deferred payment plans 
amounted to 61.3%. Recently, since 
business has improved slightly and 
more confidence prevails, we do not 
hear so much about people buying for 
cash, and it would seem from my 
observations that the percentage of 
sales on time is probably normal. 

I sincerely believe that if we have 
no relapse and business continues to 
improve, we will have even a bigger 
market in motor cars than we have 
seen in the last few months. It should 
be perfectly obvious that the potential 
buying power must be great. For ex- 
ample, all of the cars built in 1929, 
the banner year for production, are 
already more than four years old and 
there are many others on the highways 
which are considevably older and must 
be replaced. 

I have seen many instances in the 
past three months where individuals 
who felt they could ill afford to buy a 
car were forced to do so because it was 
so much more expensive to run the old 
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car than it was to buy a new one. The 
market, I am sure, is full of many cases 
similar to these.—A. C., Detroit, Mich. 


German Reign of Terror 


Editor, READERS’ FoRUM: 


The most interesting part of my re- 
cent European tour of observation in 
Europe was a visit to Germany. My 
connections there gave me considerable 
information not altogether complimen- 
tary to the Hitler regime. Much that 
American publications have printed 
gives an altogether inadequate idea of 
the Nazi reign of terror. It makes me 
thankful that I am an American. In- 
deed, I feel that I will perhaps be a 
better one; certainly a more apprecia- 
tive one because of my experiences. 

In my opinion, and from all I can 
learn, France will not be able to re- 
main long on the gold standard nor 
will Holland or Switzerland. Ameri- 
can affairs are being watched closely 
from abroad, and if our NRA program 
is a moderate success, England will 
try it but not France, nor Germany.— 
L. H., London. 


Human Greed the Prime Mover 


Editor, READERS’ Forum: 


I take issue with one statement of 
General Johnson to the effect: “We 
need every good man on the ropes, and 
nobody is going to do a thing that 
makes him a peace profiteer by taking 
advantage of his fellows.” 

The General's rating of human na- 
ture is admirable, but at variance with 
the hard facts of life. What, more than 


anything else, has so far greased the 
wheels of planned economy, may we 
ask? Our answer would be that it is 
the same human trait which many 
hind-sighted prophets now aver sent us 
toppling in 1929—good old human 
greed. The buyers of stocks and com 
modities in the recent uprush were 
actuated not by patriotic motives, but 
by lively hopes of personal profit. And 
who shall say that the resulting uprush 
in prices did not save the country at 
a critical moment! 

Apparently we have rated the brain: 
trust too high. We had thought they 
were wisely building their recovery 
machine to utilize that illimitable prime 
mover of economics—human greed. 
Evidently, they have accidentally 
builded better than they knew— 
J. G. D., Plainfield, N. J. 


W hat Congress Meant 


Editor, READERS’ ForRuM: 


In the very interesting article, en 
titled “Bank Deposits Guaranteed” by 
Robert H. Hemphill, the following lan 
guage is used: 

“You will have to give your bank 
or your savings bank . . . . the pre 
scribed thirty or-sixty days’ notice to 
withdraw your money, and the bank 
will not be permitted to waive this 
provision as they now almost univer’ 
sally do.” 

The undersigned wonders if Mr. 
Hemphill in making this statement took 
into consideration the entire meaning 
of the amendment to Section 17 of the 
Federal Reserve Act. The last section 
of said amendment is as follows: 

“No member bank shall pay any 

(Please turn to page 550) 
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Taking the Pulse of Business 


—NRA Temporarily Slows Industry 


improvement since 
March might be told in 

two chapters. In Chapter I, 
prices of staple commodities 
and of common stocks rose 
violently under expectations 
that currency inflation was 
imminent. Then passage of the National Industrial Re- 
covery Bill made. it certain that labor costs would also rise. 
Obviously it was shrewd business for middlemen to stock 
up with goods while they were still cheap. Orders poured 
into the country’s manufacturing plants, and production 
mounted rapidly in consequence. By July, our New Orders 
graph indicated that average bookings of new orders by pro- 
ducers had attained more than twice the volume received in 
July of the previous year. The physical volume of produc- 
tion, distribution and trade, as depicted by our Business 
Activity index, shot up to a level 32% higher than last year. 
Chapter II, not yet finished, opened with the N R A 
drive to codify industry by Labor Day. It was too much to 
ask business to swallow bigger labor costs and still higher 
raw material prices at one gulp. So inflation talk was soft 
pedalled, and for the additional reason that it would scarcely 
be good psychology to offer the public Government bonds 
payable in current dollars which promised soon to shrink in 
purchasing power. With the prospect of inflation removed, 
for the time being at least, and as labor costs began to mount 
under actual operation of the codes, factory prices had to 
be raised, and the incentive for middlemen to acquire more 
goods was in large part removed. New orders booked by 
such basic industries as steel, textiles, lumber, and automo- 


_ story of business 


— Seasonal Drag Also Noted 
— Metal Prices Hold Well 


— Race Between Payrolls and Prices 


biles, began to fall off sharp- 
ly; but plants were kept op- 
erating at high speed for 
awhile on the backlog of 
orders previously received. 
Raw material prices and the 
stock market broke, and then 
listlessly recovered part of 
their lost ground. Up to very recently, our Business Activ- 
ity index remained comparatively stable near the highest 
level reached on the recovery; but, since our last issue, has 
begun to show signs of a belated summer reaction that is 
somewhat more than seasonal in magnitude—probably for 
the very reason that it has been so long postponed. 

In the meantime, wholesale prices have risen considerably, 
and prospects of a sharp jump in retail prices have stam- 
peded the consuming public into a “Buy Now” rush for 
merchandise. A considerable portion of these purchases 
are being made on the deferred payment plan, which is fine 
for the stores and the commercial credit companies while it 
lasts, but places a mortgage upon the higher incomes which 
workers are to receive under the codes. This consumer 
buying wave has already proceeded to the point where mer- 
chants are being obliged to re-stock with higher-cost goods, 
and the consequent enhancement in retail prices—especially 
for furniture and clothing, where wages had been most de- 
pressed and hence have recovered sharply—is beginning to 
curtail the physical volume of sales. 

The contents of Chapter III remain to be unfolded by 
the future. We do know that accumulated inventories in 
the hands of middlemen are being reduced by re-orders from 
the retail trade. If payrolls under the code continue to rise 











Cost of Business Credit 


NEW ORDERS 
(FOF PREVIOUS YEAR) 


COMMON STOCK PRICE INDEX 


J FMAMI 


1929 1980 





C.G. WyckorF BAROMETER of BusiNEss TRENDS 


COPYRIGHT - THE MAGAZINE OF WALL STREET 


Business 








(8V3A SNOIARIE 10%) 
AUIAILDY SS3NISNE 




















for SEPTEMBER 16, 1933 





faster than retail prices, then a renewed wave of consumer 
buying will join with a second wave of mounting factory 
production, and the combined activity of these two great 
economic forces, which to date have acted separately, will 
cause a great upward surge in business activity, employ- 
ment, and profits. Runaway retail prices at the present 
critical juncture, however, might precipitate a serious re- 
action in general business activity. Perhaps a clearer insight 
of nearby possibilities may be gleaned from a more detailed 
examination of a few leading industries. 


The Trend of Major Industries 


STEEL—The steel ingot rate dropped sharply to around 
40% of capacity during the week embracing Labor Day: 
but, measured in percentages of current output, the decline 
was only a little greater than last year at the same date. 
Probably this will mark the lowest point in production be- 
tween now and the year-end holidays; though new orders 
are likely to be postponed for a few weeks until customers 
can become reconciled to the new and higher schedule of 
prices and absence of concessions under the code. While 
pig iron prices have been advanced rather sharply since our 
last issue, the new schedule for finished steel products has 
not yet been completed and the composite price has risen 
only 1% during the first week of operation under the code. 
It is generally cunceded that the larger producers will be 
materially benefited by the elimination of unfair competi- 
tion on the part of smaller independents; but earnings for 
the remainder of the year will hinge largely upon the ex- 
tent of the autumn revival in demand. 


METALS—Metal prices have been conspicuously re- 
sistant to reactionary tendencies in other raw materials, ow- 
ing largely to the higher labor costs which will be imposed 


by the codes. It is not expected, however, that these added 
costs will interfere seriously with earnings after sales pick 
up a little from the present level. Gold mines in this coun- 
try and Alaska will profit considerably from the recent rul- 
ing that mined gold may be sold to the Treasury at open 
market prices less cost of exporting. This means, under 
current exchange rates, that a unit of gold from the mines 
can now command a 50% higher price than formerly, when 
it had to be turned in at the arbitrary legal price of $20.67 
an ounce. On the basis 


current price for the precious metal. Obviously this will 
increase the cost and the value of articles containing gold. 


PETROLEUM—Considerable disappointment has been 
entertained at the order of the new Planning and Co-or. 
dinating Committee of the oil industry in fixing the coun. 
try’s allowable production of crude at the relatively high 
daily average of 2,300,000 barrels. This is only about 
400,000 barrels below actual average output during the 
past fortnight; but is more than 300,000 barrels higher 
than production last year at this time. 


AUTOMOBILES—The seasonal decline this year in 
motor car sales has been so slight that it has amounted to 
only a hesitancy in production rather than the usual severe 
decline. In August more than 200,000 vehicles were as- 
sembled, with General Motors, Ford and Chrysler making 
190,000. Profits achieved by these three small-car produc: 
ers have been far in excess of their most optimistic hopes 
expressed six months ago. The code for the steel industry, 
the most outstanding feature of which is the uniform price 
stipulation, has aroused the most intense antagonism in 
automobile circles. Formerly it had been the practice of 
motor car materials buyers to play one steel firm off against 
another in order to secure maximum concessions in quota: 
tions. The abolition of this custom may subtract some- 
what from the profit realized from current volume of out: 
put but since the automobile code does not attempt to regu 
late selling prices of cars, the consumer ultimately may be 
expected to pay for the gain in cost of materials. A high 
production rate for autumn is anticipated. Indicative of 
continued sustained demand, General Motors world sales 
in August totalled 97,614 units, as compared with 30,419 
units in August, 1932, and with 106,918 units in July. 
The August gain over last year was more than 145%. 


Conclusion 


Dating from the moment when business began to come 
under the codes, the center of speculative interest has 
shifted from producers’ to consumers’ goods. Factory pro- 
duction, raw material prices, stocks and bonds, have bee. 
receding; while retail sales and prices are swept upward. 
If this wave of consumer buying can last long enough to 

absorb accumulated in- 





of last year’s output 
such increased profits 
would amount to about 
$4,000.000 per annum 
for Homestake, $1,- 
250,000 for Alaska 
Juneau, and $800,000 
for U. S. Smelting. 
The increased value for 
domestic copper, lead, 
and zinc ores, in which 
gold occurs as a by- 
product, will generally 
reduce costs by less 
than Y% cent per 
pound. Since domestic 
consumption of gold in 
the arts will take near- 
ly all of the approxi- 
mately 2,500,000 fine 
ounces mined here, 
very little will be left 
for export. Hence- 
forth industrial users 
will have to pay the 





THE TREND OF COMMODITY PRICES 
U.S. DEPARTMENT OF LABOR INDEX~-1926=I00 the 


Changes in Major Commodity Price Groups for the 
Fortnight Ended September 2, 1933 


ventories and _ thereby 
stimulate a coincident 
revival in production, 
there will be a brisk re- 
sumption this autumn 
of the general recovery 
in business. The pres’ 
ent danger is that re 
tail prices will rise 
faster than consumer 
purchasing power. and 
so throttle the physi 
cal volume of sales at 
retail. Heavier open 
market operations by 
Federal Reserve 
banks will lower the 
50 Cost of Business Credit 
and facilitate Govern’ 
ment financing: but on 
ly by a tediously indi 
rect path can this place 
additional purchasing 
power at the command 
of ultimate consumers. 
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Answers 





to Inquiries 








The Personal Service Department of THE MacazINE OF WALL STREET will answer, by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested, or on the standing and reliability of vour broker. 
your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts but be brief. 

2. Confine your request to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 

Special rates upon request for those requir’ng additional service. 


This service in conjunction with 


It is subject, only to 








AMERICAN CAN CO. 


Is there any reason why American 
Can common has only doubled in 
price when many less prominent stocks 
have tripled or quadrupled in value? 
Shouldn’t this company share in any busi- 
ness upturn or in inflation? Would you 
advise my adding 50 shares to 100 shares 
T already hold, and which average about 
72?—R. R. K., Evanston, Iil. 

American Can is one of the more 
conservative stocks, which did not sink 
to abysmal depths during the depres- 
sion and hence has risen this year 
only to about double its low, while 
other highly speculative issues have ad- 
vanced to several times their lows for 
the year. However, current levels are 
more than three times the 1932 low. 
Earnings have been fairly consistent, 
averaging $5.69 a share over the seven 
years from 1926 to 1932, inclusive, so 
that even the relatively small profit of 
$3.26 a share for last year was a 
creditable showing in view of condi- 
tions then prevailing. It is estimated 
that for 1933 the present $4 dividend 
rate will be covered easily, in view of 
the fact that only a 10% increase in 
sales over the 1932 figure would ac- 
complish that result. If the business in 
“packers’ cans’ can be increased in 
proportion to the upturn elsewhere, 
satisfactory results should be achieved. 
The uncertainties of the food packing 
business are emphasized by the vicissi- 
tudes of weather and crop output in 
addition to the other conditions, mak- 


ing this the most variable factor in the 
situation. The company’s business in 
“general line” cans for the paint, var- 
nish, tobacco, oil and other non-food 
industries is more stable and is also 
enjoying a greater demand recently. 
Moreover, this department has _possi- 
bilities of expansion as evidenced by 
the wider market now opening for the 
retail distribution of lubricating oil 
in sealed cans. Inventory enhance- 
ment is another favorable item since 
American Can has written down its 
supplies of tin plate to a value below 
either cost or market, while there has 
been a substantial increase in the price 
of that commodity since the end of last 
year. On December 31, 1932, cur- 
rent assets of $44,591,843 included 
$13,690,322 cash and $14,568,788 in- 
ventory, against current liabilities of 
only $9,610,819. At current prices, 
inventory would be much larger, aug- 
menting the already great financial 
strength of the enterprise. Giving 
weight to all of these favorable factors, 
we approve of your suggestion to in- 
crease your holdings of American Can 
stock. 


—_-— -- 


ERIE RAILROAD CO. 


I have been told that although Erie com- 
mon has never paid a dividend, its pres- 
ent rate of earnings could possibly permit 
the common stock being placed on a divi- 
dend-paynq basis in the not-distant future. 


Do you think this possibility warrants my 
holding 100 shares bought at 417%? Do 
you think I should switch for greater 
speculative possibilities?—K. G., Phitadel- 
phia, Pa. 


An illustration of the improvement 
in railroad traffic and earnings is found 
in Erie Railroad’s results for last July, 
when gross was $7,000,281, compared 
with $5,712,935 a year before, and net 
operating income was $1,764,993, com- 
pared with only $382,639 for July, 
1932. Earnings in that month were 
equal to 19 cents a share for the com 
mon stock, but this was offset by the 
figure for the first six months of this 
year which showed a loss of $1,631. 
147 after fixed charges although this 
loss was substantially lower than the 
deficit for the first half of 1932. If 
improvement continues, charges may 
be fully earned this year, against a 
loss of $3,142,997 for 1932. In fact. 
it is estimated that for the full year 
1933, charges will be covered 1.17 
times over and a profit of 16 cents a 
share will be available for the common 
stock against a deficit of $3.77 a share 
for 1932. The current position is still 
unbalanced, with current assets of 
$18,559,537 and-current liabilities of 
$22,301,256 according to the statement 
for June 30, 1933, but cash in the 
amount of $7,686,761 has enabled Erie 
to get along without a loan of $1,500, 
000. from the Reconstruction Finance 


(Flease turn to page 541) 
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la Astute Traders Will Profit During 


Coming Months 


FAC EPTIONAL opportunities for substantial mar- 

ket profits should be available this fall and winter 
through the operation of the N R A, the possibility of 
inflation, and the prospect for repeal. New market 
leaders are being developed today; new industries are 
rising that will be outstanding tomorrow. Rules that 
worked yesterday can not be successfully applied to 
modern security trading. The need for expert ad- 
visory counsel was never so essential. 


Delay May Be Costly 


Subscribers to THE INVESTMENT AND BUSINESS 
Forecast are told definitely what to buy and—more 
important—exactly when to sell and take profits. 













Have Stocks Really 
Topped Their 1932 High? 


HE Dow-Jones industrial averages 

reached a peak of 108.67 on July 18... 
BUT—when the 30% depreciation of the 
dollar is considered, this figure is equal only 
to 76.07 in terms of 1932 dollars. 


With this readjustment, therefore, the 
present 1933 high is well under the March, 
1932, top of 88.78—and is even below the 
figure of 79.93 attained during the September, 
1932, rally. 


This should answer the popular question, 
“Have stocks already gone too high?” Un- 
questionably business today is better than a 
year ago, and it would appear that the 
stock market has not yet fully reflected this 
upturn. : 
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Accounts 


We invite inquiries from 
investors and _ institutions 
regarding their holdings. 
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Members New York Stock Exchange 
Members New York Curb Exchange 
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50 Congress St. 
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Quotation Record 
of Stocks 


Contains approximately 100 pages of im- 
portant statistical data on all stocks dealt 


mm on New York Stock Exchange, New 
York Curb Exchange, and other leading 
stock exchanges. 


Contents include price ranges, current 
yields, price trends, capitalizations, _rat- 
ings, dividend recerds, yearly and interim 
earnings, etc. 


Copy sent upon request 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R. A. Coykendall J. G. Bishop 
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Commission Orders 





executed for cash or 
conservative margins. 





Walter J. Fahy & Co. 


Members New York Stock Exchange 
29 Broadway New York 


Uptown Office Albany, N. Y. 
522 Fifth Ave. DeWitt Clinton Hotel 


Westhampton Beach, L. I. 
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Investment Hints 


and other valuable information 
on trading methods in our help- 
ful booklet, sent free on request. 


Ask for bookle: MG-6 


100 Share or 
Odd Lots 


(ishoim &@ (HAPMAN 
Established 1907 


Members New York Stock Exchange 


52 Broadway New York 














STOC AND 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 
Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


** BROKERAGE SERVICE SINCE 1898 "’ 


New ok aoe —_ 

New York Cotton Exchange 
Members Chicago Board of Trade 

and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 
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Dividend and Interest 





New York Stock Exchange 
Price Range of Active Stocks 





GENERAL 


Preferred Stock Dividend 


September 1, 1933. 


Directors of General Mills, Inc.,announced 
today declaration of the regular quarterly 
dividend of $1.50 per share upon preferred 
stock of the company, payable Oct. 2nd, 
1933, toall preferred stockholders of record 
at the close of business Sept. 14th, 1933. 
Checks will be mailed. Transfer books will 
not be closed. 


(Signed) KARL E. HUMPHREY, 
‘Treasurer. 


WHY NOT 








ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 
August 29, 1933. 
Allied Chemical & Dye Corporation has de- 
clared quarterly dividend No. 51 of one and 
three-quarters per cent. (1%%) on the Pre- 
ferred Stock of the Company, payable October 
2, 1933, to preferred stockholders of record at 
the close of business September 11, 1933. 
W. C. KING, Secretary. 





THE ELECTRIC STORAGE BATTERY CO. 
Allegheny Avenue and 19th Street 
Philadelphia, September 8, 1933. 
The Directors have declared from the Ac- 
cumulated Surplus of the Company a quarterly 
dividend of Fifty Cents per share on the Com- 
mon Stock and the Preferred Stock, payable 
October 2, 1933, to stockholders of record of 
both of these classes of stock at the close of 
business on September 18, 1933. Checks will 
be mailed. 
WALTER G. HENDERSON, Treasurer. 


— 


ODD LOTS 


In listed securities carried on 
conservative margin 














Your inquiries Invited 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New York 


























Profit by THiS TIP! 


The soundness of ming, O a@ part of one’s funds in an 
ANNUITY, has become increasingly apparent during 
the past four years. Why not make it a part of your 
financial program? 
2 eculative fortunes vary widely but an Annuity, with 
e great financial strength of life insurance beh hind it, 
wilt provide yes —_ a rend income throurn —_— 
when it may ed m ‘T RIS L. 
Pull information MAILED ' without obligation. Give age. 


Stanley M. Krohn & Associates 
225 Broadway Tel. BArclay 7-4500 N. Y. City 
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Answers to Inquiries 
(Continued from page 536) 








Corporation which had been approved. 
With a few exceptions, all classes of 
trafic have shown a sharp increase in 
recent months by comparison with a 
year ago, particularly coal from which 
a large part of Erie’s earnings arise. 
While there may be a temporary taper- 
ing off in those loadings, it appears 
almost certain that trafic for the bal- 
ance of this year will be above the 
1932 levels. Consequently, the out- 
look is favorable, but we would not go 
so far as to predict dividends for the 
cmon within the visible future. 
Nevertheless, the shares have specula- 
tive potentialities pointing to the advis- 
ability of maintaining your position as 
opposed to a switch at this time. 


COLGATE-PALMOLIVE-PEET 
CORP. 


Several months ago I bought 200 shares 
of Colgate-Palmolive-Peet on the strength 
of an analysis in your Magazine. I now 
have a nice profit, but I will appreciate 
any information you may give me on recent 
developments bearing on this stock's out- 
look. Would you sell now or continue to 
hold?—V., A. L., Bridgeport, Conn. 


As a result of increased sales, reflect- 
ing improved demand for the com- 
pany’s products during the second 
quarter of the current year, Colgate- 
Palmolive-Peet Corp. was able to re- 
port profits for that period of sufficient 
proportions to more than offset the loss 
sustained in the initial three months of 
the year. For the 6 months ended 
June 30, last, net income amounted to 
$765,121, thereby covering dividends 
on the preferred stock by a slight mar- 
gin, as compared with net of $1,030,- 
711, or 13 cents a common share for 
the first 6 months of 1932. Cash and 
marketable securities as of June 30, 
last, were some $2,000,000 in excess of 
that of a year earlier and amounted to 
$14,522,980. Total current assets 
amounted to $37,847,524, against total 
current liabilities of $5,068,734, leav- 
ing net working capital of $32,778,790. 
Recent reports indicate that sales im- 
Provement has continued during the 
third quarter of the year, although the 
addition of several hundred employees 
and the increases of certain wages in 
compliance with the blanket code of 
the N R A may tend to restrict profits 
from the increased volume of business. 
Nevertheless, substantial savings have 

en made in advertising costs, without 
endangering the efficiency of its adver- 
using policies, which factor, coupled 
with savings accruing to the company 
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in the Heart 





of the Industrial East 


| Faerennye groupings of Asso- 
ciated Gas and Electric prop- 
erties are in New York, Pennsyl- 
vania, and New Jersey, the heart 
of the Industrial East. 
Associated industrial customers 
include the great shoe and clothing 
industries of New York; the tex- 
tile trades of Eastern Pennsyl- 


vania; the steel mills and machine 
shops of Western Pennsylvania. 
Industrial users of Associated 
electric, gas, and other services 
number 23,520 out of a total of, 
1,404,800 customers. They are di- 
vided among 285 different indus- 
tries, and are located in 26 States 


and Canada. 


Associated Gas & Electric System 


61 Broadway 


New York 








What Stocks Will 
Benefit from NRA 


Timely UNITED OPINION Report lists 


44 Companies in favored position 


OVER 1,000,000 men have been put back to work by 
the NRA. Factory payrolls increased 7.9% in July. 
Producers and distributors of goods for individual con- 
sumption are showing sharp sales gains. Some gains are 
offset by higher labor costs, yet many Concerns are turn- 
ing rising sales into increased profits. Securities of these 
Companies are the ones to watch from now on. 


Send for Special 44-Stock Report 


y: Wiies a thorough study of the effects of the NRA our 
staff has selected 44 stocks in line for higher earnings— 


now selling from $8 to $80 a share. 
Send for Bulletin W. S. 3 free 


on request. 


This timely report free 


UNITED BUSINESS SERVICE 


210 Newbury St. 





Boston, Mass. 











Investors Are Consumers—Consumers Are Investors 


Keep the companies in which you are a stockholder busier. Buy their products. 
Many of them advertise in The Magazine of Wall Street. 
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through drastic reductions of salaries 
in the.upper brackets, should enable 
Colgate-Palmolive-Peet to make a more 
favorable showing during the final half 
of the year. In connection with off- 
cers’ salaries it is interesting to note 
that the chairman of the board and the 
president have reduced their respective 
compensations to a nominal rate of $1 
a year, which rate is to prevail until 
dividends are resumed on the common 
stock. Certainly, this action on the 
part of the management reflects its con- 
fidence in the future prospects of the 
company. When consideration is giv- 
en to the strong trade position of Col- 
gate-Palmolive-Peet, and its excellent 
financial condition, the common stock 
merits favorable consideration as a 
long-term speculation, and we counsel 
maintenance of your present position. 


LOEW'S, INC. 


Please give me your opinion of Loew’s, 
* Inc. I have a slight profit on 300 shares 
of this stock averaging 2914, and I would 
like to know if you believe it offers price 
and dividend possibilities comparable with 
the general run of today’s investment pos- 
sibilities. Any information you may give 
me on the company’s outlook will be appre- 
ciated —H. M. S., Brooklyn, N. Y 


Loew’s, Inc., is one of the few mo- 
tion picture enterprises which has been 
able to weather the current depression 
successfully. The principal reason for 
this is that its expansion was carried 
on at a more moderate rate than that 
of many of its competitors. Neverthe- 
less, Loew's did not entirely escape the 
effects of the acute unemployment situ- 
ation and the declining public purchas- 
ing power, as shown by the fact that 
net income declined from $14,600,332 
for the fiscal year ended August 31, 
1930, to $7,961,341 in the fiscal year 
ended August 31, 1932. The report 
for the 40 weeks ended June 8, 1933, 
revealed a net profit of $2,583,527, 
equivalent after allowing for subsidiary 
preferred dividends to approximately 
$1.12 a share on the common stock, 
comparing with $7,374,805, or $4.37 
a share in the corresponding period a 
year earlier. A strong financial posi- 
tion was shown in the latest available 
balance sheet, dated August 31,1932, 
when total current assets exceeded total 
current liabilities by $29,562,027. Dur- 
ing recent years the theater-going pub- 
lic has become increasingly critical of 
film productions. Loew's management, 
recognizing this trend, confines its re- 
leases to comparatively few pictures of 
the quality type. Wide distribution of 
films is accomplished through exchange 
agreements with other producers’ and 
owners of theaters, and since rentals 
are based primarily upon box office re- 
ceipts, any improvement in the motion 
picture business as a whole, should 


swell earnings from this source. In 
the interim, the strong financial posi- 
tion and capable management of the 
company appear to assure it of retain- 
ing its leading position in the industry. 
Moreover, further expansion of public 
purchasing power, concurrent with in- 
dustrial recovery, should enable Loew’s 
to re-attain at least part of its former 
high earning power. Thus, we feel 


that the long-term market possibilities 
of the common stock are sufficiently 
promising to warrant its retention. 


LEHMAN CORP. 


It seems to me that even at to- 
day’s levels, Lehman stock offers attractive 
possibilities. But, rather than act on my 
own opinion, I would first like to have 
your advice, together with any information 
you may have about this company that 
might interest me—L. D., New York, N.Y. 


The report of Lehman Corp. for the 
six months ended June 30, 1933, re- 
flects the sharp rise of the stock market 
since the last year-end. Thus, the net 
asset value per share increased to 
$84.01 from $58.27 as of December 
31, 1932. The improvement was even 
more pronounced when compared with 
the liquidating value per share as of 
June 30, 1932, which amounted to only 
$47.34. In the latest report the cor- 
poration was able to show an unreal- 
ized appreciation on its investments for 
the first time since its inception in 
1929. Total investments which were 
carried at cost of $50,286,640 had a 
market or estimated fair value on June 
30, last, of $53,777,190. A_ year 
earlier, the market value of invest- 
ments carried at a cost of $58,029,281 
had a market value of $28,221,221. 
During the initial half of the current 
year, Lehman Corp. acquired substan- 
tial blocks of common stocks, which 
was made possible by its highly liquid 
position. Thus, its holdings of U. S. 
Government bonds declined from 
$6,994,696 as of December 31, 1932, 
to $2,257,139 on June 30, 1933. How- 
ever, sufficient liquid funds have been 
maintained to allow further purchases 
of securities when such a policy is 
deemed warranted by the management. 
When consideration is given to the 
fact that Lehman Corp. commenced 
operations prior to the market crash in 
1929, the results achieved to date have 
been outstanding when compared with 
most management investment trusts. 
Security holdings constitute a well 
diversified list of stocks and bonds, the 
market value of which should closely 
coincide with the general trend of se- 
curity markets. 

We maintain a constructive attitude 
toward the longer term market out- 
look of the trust and regard its shares 
— for purchase around current 


BEECH-NUT PACKING Co. 


What do you think of Beech-Nut Pack. 
ing as one of the outstanding investment 
opportunities available today? I have been 
advised to buy it on this basis. Do you 
consider its dividend safe?—R. C. N,, 
Baltimore, Md. 


Beech-Nut Packing Co. reported for 
the June quarter of the current year 
net income, before taxes, of $457,109, 
as compared with $403,051 in the pre- 
ceding quarter and $570,467 in the 
second quarter of 1932. Results for 
the initial half of 1932 amounted to 
$860,160 before Federal taxes, against 
$1,109,291 for the first 6 months of 
last year. Reduced to a per share basis 
on the common stock, after allowing 
for estimated Federal taxes and divi- 
dends on 45 shares of class “A” pre- 
ferred stock, the foregoing half-year 
results amounted to $1.67 and $2.15, a 
share, respectively. The characteristical- 
ly strong financial condition of the com- 
pany was in evidence as of June 30, 
last, cash and United States Govern- 
ment bonds alone amounting to more 
than $7,400,000 against total current 
liabilities of only $760,000. Net work- 
ing capital as of June 30, last, was in 
excess of $14,500,000 against $14,200, 
000 a year earlier. Approximately 
50% of the company’s business is de- 
rived from the sale of high quality 


‘ package food products, including pea- 


nut butter, jams, spaghetti, macaroni, 
sauces, candies, coffee, biscuits, bacon 
and beef, distributed throughout the 
United States and in many foreign 
countries under the nationally known 
tradename of “Beech-Nut.” Un 
doubtedly, the sale of chewing gum 
has been an important stabilizing factor 
in earnings. Although Beech-Nut has 
suffered from the declining purchasing 
power of the public since 1929, con- 
versely it should benefit substantially 
from a reversal of this trend as gen 
eral business improvement gets under 
way. Thus the common stock merits 
investment consideration and is suit: 
able for accumulation around current 
levels. 


COLLINS & AIKMAN CORP. 


In April you advised me to continue 
holding Collins & Aikman common, and 
naturally I am pleased with the subsequem 
action of this stock. I am now almost 
even on the 100 shares I acquired in 1931. 
Would you recommend me to switch to 
some other issue now, or do you think 
this firm’s outlook warrants further fe- 
— of my stock?—R. J., New York, 


In reflection of the upturn of auto 
mobile production in the early part of 
this year, Collins & Aikman achieved 
a small profit of $3,315 in the quarter 
ended May 27, 1933, against a deficit 
of $109,666 in the like period a year 
before. Results for the second quarter 
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Guesswork Has No Place in Investing 


If you are to be a successful investor today, you must know 
when to act, what to do—and why 





ROGRESS is the result of 

planned action. Inactivity, often 

the result of indecision, is the 
cause of retrogression. Accordingly, 
it now is widely recognized that finan- 
cial progress, including the protection 
as well as the growth of capital, is 
dependent upon sound action. For, 
if you are to make financial progress 
through other than sheer luck, you 
must know when and how to act. 
With such knowledge you can capi- 
talize opportunities as they are 
presented. 


Importance of 
Method Used 


Today, as in any period, it is the meth- 
od you use that counts. Many regret- 
fully look back to last spring when 
security prices were about 50 per cent 
lower. Having no sound method for 
knowing, they guessed wrong and failed 
to act. Yet at that very time, when they 
thought securities were too high, it was 
known that securities should be bought. 
And Wetsel clients were so advised. 


Now that the rise did occur, some can 
only think of the opportunities they 
missed. They look backward instead 
of forward. With security prices never 
stationary, with conditions ever shifting, 
with the irresistible forces that govern 
security markets ever changing, new op- 
portunities constantly become available. 
Especially is this true during a period 
of rising prices. 


What the Investor 


Should Know 
By that we do not mean that an in- 
vestor should rush in and “buy some- 


thing” blindly because of a tip, a hunch, 
nor on the belief that such action is 
sound. How much better it is to know 
WHEN to buy, WHICH stocks and at WHAT 
Prices! And having bought, to know 
WHEN to sell (and accept profits). Such 
knowledge not only is desirable but it 
Is ascertainable. 


Illustrations of How Statistics 
Have Failed 


Many, imbued by the half-truths that 
were considered reliable guides a few 
years ago, continue to stumble along 
blindly, guessing as best they know how. 
s, for instance, at one time statistics 
_ looked upon as reliable forecasting 
actors. Anyone who has followed re- 
cent events knows that Statistically a 
company does not change sufficiently in 
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cessfully foretold: 


broad improvement. Mr. 


during this period. 


ing the embargo. 


ning of the rise 





—the October, 1929, break in Septem- 


wired his clients to sell both 
vestment and trading holdings. 


—rising market of last summer (in 
July), at a time when statistically 


—the beginning of the gold embargo 
market. Purchases again being made 
on April 14-17—two to five days 
prior to the sensational rise follow- 


Forces That Control 


From the Wetsel Record... Market Prices 


This experience is related because it 


By ignoring all other methods or ‘‘sys- ee : A 
team” the Wetsel method of interpret. vividly points out the necessity for eva- 
ing the Technical Factors that control luating all the forces that govern se- 
market trends and security prices, suc- curity prices and market trends. 


Through experience and_ constant 


ber—and again on October 7 of that analysis the action or price movements 

year. to be caused by these irresistible forces 
—the jw al ae 3308, — — can be pre-determined with a better than 

proclaimed the market was definite- 2 

alas “saane. average degree of accuracy. Through 

yes OES interpretation of this knowledge you can 
—the break of April, , when busi- 

ness indices and statistics indicated know when and what to buy and sell. 


Wetsel Supplying such information is part of 
in- . . . ° . 
the function of this organization of in- 


vestment counsellors. From the manage- 


—five major upswings that occurred A 
: 4 ° ment of large investment estates to the 


supplying of pertinent information for 
the small investor, there is a Wetsel 


the country was at the lowest point. service suited to every need. 

And at which time most investors 

overlooked a major opportunity for ‘ P 

fortifying their positions and mak- Protection Through Action 

i fits. ° , - ‘ 

i Cae ee cs The cost of this service is relatively 
—the market rise following the ban : ta 

moratorium. After advising clients small. It tells you when to invest 

to stay out of the market during often at a time when you might other- 

February, specific buying recom: wise overlook the opportunity. It tells 

mendations were issued on February : a : : 

cr oe ee Seen wae you _— to sell—enabling you to real 

taken after sensational rise follow- ize the profits earned through apprecia- 

ing the reopening of the Exchange. tion and often preventing serious losses 


due to reactions. Wetsel Service, by 
telling you what to do and when, therefore, 
should prove profitable to you because of the 
added protection and appreciation of opportuni- 
ties it affords. It makes financial progress 
more likely because it stops guesswork and 


—the long persistent Spring rise, fol- tells you what action to take. 
pr howe igre gold — soon again ‘ 
afiorde arge profit opportunities as a‘ 
buying instructions had been issued Send for This Free Booklet— 
two to five days prior to the begin- See for Yourself 


The Wetsel philosophy of sound investing is 


These instances are given because the re : : ae 4 

Ach SAL alla boda tg gain protection and appreciation of capital 

dates and what they signify are so well funds through action. This method is fully 
remembered. But, they also emphasize described in our booklet, ‘‘How to Protect 
the necessity for forecasting short swings, Your Capital and Accelerate Its Growth.’’ This 
which may aggregrate even more profits. booklet, we believe, has been more widely read 


than any recent piece of financial literature and 








may be had upon request. Fearlessly it exposes 
the fallacies and half-truths that proved to be 


a month’s time to justify its stock dou- such misleading and costly guides. Clearly, it 


shows a way to substitute sound methods for 


ing i i at is exactly wh ; 
bling in price. Yet th - pe y ie at those which have proved to be inadequate. Act 
happened recently in more than a few today —send for this booklet now — see for 


cases. What then was the cause? 


yourself if this method might help you. 


During the 1 b arket th - A ‘ 
ee ee ee, ee ee Advisory Service, Inc. 


ket price of a well-known stock declined 
to less than five per cent of its 1929 


Investment Counsellors 


value. When the market started up- Chrysler Building New. York 


ward that stock quickly 
trebled in value. One of the 
company’s officers forcibly 
stated, “I don’t know any rea- 
son why it should go up. The 
figures certainly don’t justify 
it.’ Shortly afterward, how- 
ever, that stock sold at over 
five times its low of a short 
time ago. Recently this ex- 
ecutive said, “We have cer- 
tainly had a big pickup in 
business. It looks like those 
prices I ridiculed were justi- 
fied.” 
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A. W. Wetsel Advisory Service, Inc. 
Chrysler Building, New York 


Please send me, without obligation, your book- 
let, “How to Protect Your Capital and Accele- 
rate Its Growth.” MWS-16 
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CHARTS 


correctly interpreted help you 


FORECAST 
Stock Market 


e turning points 

e fluctuations 

e possibilities, etc. 
TRADE SUCCESSFULLY 


Substitute charted facts for fanciful rumors 
and impulse. Learn how to read and use 
them for profitable trading or investing. 


woennnnn--, MAIL THIS COUPON 
Graphic Market Statistics, Inc. 
11 Stone Street, New York 


Please send me, without obligation, CHART of 
present market position and pamphlet discuss- 
ing chart possibilites and limitati frankly, 
fairly and honestly. 
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WALL ST. FINAL 


. not only applies to 
newspapers, but to the 
success of the “gentle- 
men” of Wall Street. 


And again that success is 
‘not only the number of 
dollars earned . . . but 
also the social position 
and respect commanded 
from business associates 
as well as the friendship 
circle. 

Custom tailored clothes 
by Shotland & Shotland 
assure the maximum pos- 
sibility of enjoying both 
these characteristics of 
success. 

May we show you our 
new Fall and Winter 
fabrics? 


Bryant 9-7495 


Shutland & Shuatland 


OE gat ae 
SAFETY 


Free Copy sent. Part of Protective Trading 
Service, $150 year, 2 mos. $30. NEILL- 
TYSON, INC., 347 Madison Ave., New York. 


FOR MARKET 
TRADING 











Cars — Food — Travel 


Buy these products from the companies 


in which you are a stockholder. It in- 
creases their business. It’s good busi- 
ness for you. Many of them are ad- 
vertisers in The Magazine of Wall Street. 
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of the fiscal year are not yet available, 
but as motor car output was at a high 
rate during most of that period, even 
better profits may be anticipated. This 
company holds a dominant position in 
its field, supplying more than three- 
fourths of the requirements of the auto- 
mobile industry in pile fabrics for up- 
holstery, this constituting about 70% 
of Collins & Aikman’s gross sales. The 
remainder of its business comes from 
the furniture, floor covering and gar- 
ment trades. Efforts toward diversifi- 
cation of products have resulted in the 
development of a line of so-called 
seamless carpeting for large floor areas 
and various higher grade fabrics for 
the upholstery, cloak and suit indus- 
tries, but sales in these lines are sub- 
ject to more severe competition and 
so far have contributed only a minor 
part of the total business. The com- 
pany has pursued its policy of reduc- 
ing its outstanding capital by retiring 
both preferred and common stocks, the 
report for May 27, 1933, showing 
62,771 shares of preferred and 562,800 
shares of common, compared with 65,- 
500 shares and 565,000 shares, respec- 
tively, a year before. Thus, the equity 
of the remaining stock is enhanced, 
and there is no funded debt. Finan- 
cial condition is strong, the latest state- 
ment, for February 25, 1933, showing 
current assets of $6,117,314 and cur- 
rent liabilities of $472,203. Hence, 
the continued retention of the stock is 
justified with a view toward longer 
term developments. 


MAY DEPARTMENT STORES CO. 


I am now about even on May Depart- 
ment Stores stock. As long as I have held 
this stock through the past two years, I 
would like to hold it for a profit. But, in 
view of my having had approximately 
$3,500 tied up because I dislike to take a 
loss, I am ready to be guided by unbiased 
advice; and I will hold or sell on your 
decision—J. P., Detroit; Mich. 


Operating a group of department 
stores chiefly in the highly industrial- 
ized section of the Middle West, May 
Department Stores has experienced a 
sharp decline in its business during the 
past three years. Thus, net income 
declined from $6,174,925, or $4.75 a 
share, for the year ended January 31, 
1930, to $948,433, or 77 cents a share, 
in the last fiscal year. Despite this 
earnings decline, the company has 
maintained a sound financial condition. 
The consolidated balance sheet as of 
January 31, 1933, revealed total cur- 
rent assets of $28,212,188, of which 
over $9,800,000 was represented by 
cash and U. §. Government bonds, 
while total pa liabilities stood at 
$2,828,142. This strong treasury posi- 
tion has enabled the aus 
constantly strengthen the competitive 


position of its various units, notably by 
the improvement of delivery systems 
and the erection of garages for the 
convenience of customers. It was re. 
cently reported that the company ac 
quired the stock and fixtures of Robert. 
son Co., which operates a department 
store in Hollywood. In view of the 
decided improvement of commodity 
rices during recent months, inventory 
aoe should be minimized if not en- 
tirely avoided over the near term, at 
least. Moreover, the fact that many 
of its principal stores are located in 
industrial centers of the country, should 
make its earnings particularly sensitive 
to general industrial revival.  Inas- 
much as dividends have been main- 
tained on the common stock through 
what now appears to have been the 
worst of the earnings decline, their con- 
tinuance is deemed likely. In view of 
the promising earnings outlook for this 
company we feel that the liquidation 
of your present holdings at prevailing 
quotations is unwarranted. 


BRUNSWICK-BALKE- 
COLLENDER CoO. 


I bought Brunswick-Balke-Collender two 
years ago at 233%. I was inclined to sell 
near the high for this year except that I 
believe it has possibilities as a “wet” stock. 
I will now appreciate your views on this 
company, and your advice as to whether | 
should continue to hold my stock if it 
again approaches its 1933 high—L. P., 
Kansas City, Mo. 


By virtue of the sharply reduced de- 
mand for its principal products, bowl- 
ing alleys, billiard tables and accessories, 
operations of the Brunswick-Balke: 
Collender Co., have been unprofitable 
since 1928. Contributing to the diffr 
culties of the company during the 
earlier years of the foregoing period, 
was the unprofitable musical division 
which was sold in its entirety to War 
ner Bros. Pictures, Inc., in 1930. As 
far as the demand for bowling alleys 
and billiard tables is concerned, little 
improvement is anticipated for some 
time ahead. On the other hand, a field 
in which the company is a recognized 
leader, and from which no business has 
been obtained since 1919 because of 
the prohibition laws of this country, 
has again been reopened and promises 
to be an important contributor to fu 
ture earnings. Specifically, the manu 
facture and sale of bar fixtures is re 
ferred to. With the legalization of 
beer, the demand for these particular 
products has taxed the company t0 
capacity. Whether or not the i 
creased activity in this division will be 
sustained for an extended period és 
purely conjectural since the demand 
for such equipment will depend largely 
upon state regulations and restrictions 
as well as public buying habits. Never 
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theless, that Brunswick-Balke-Collender 
Co, will derive some benefit from what- 
ever business in this field materializes, 
cannot be gainsaid. This factor, 
coupled with the ability of the com- 
pany to maintain a strong financial con- 
dition, despite the adversities of the 
past five years, augurs well for its 
future. While the common stock at 
this writing can be regarded no better 
than an outright speculation the shares 
are not without interesting possibili- 
ties and retention of your holdings is 
advocated. 


ALLIS;CHALMERS MANUFAC- 
TURING CO. 


Because I note that Allis-Chalmers’ loss 
for the first six months of this year is 
only slightly less than for the same period 
in 1932, I am wondering if you are advis- 
ing your subscribers to switch, or do you 
believe the potentialities of this company 
warrant my continuing to hold 250 shares 
averaging around 43? The more detailed 
your reply the more helpful it will be— 
J. B. R., Chicago, IIl. 


The semi-annual report of Allis- 
Chalmers Manufacturing Co. covering 
the first six months of 1933 revealed a 
net loss of $1,658,907, against $1,805,- 
892 in the initial half of 1932. Unfilled 
orders as of June 30, last, amounted to 
$4,830,996, as compared with $4,470,- 
399 at the close of the first quarter and 
$7,136,087 on June 30, 1932. Despite 
the decline of some $2,000,000 in net 
working capital during the 12 months 
ended June 30, last, the financial con- 
dition as of that date was entirely 
satisfactory. Admittedly, the improve- 
ment in operating results registered by 
AllisChalmers during the first half of 
the current year was not as pronounced 
as many other companies; but a care- 
ful study of the workings of the com- 
pany is reassuring in judging its future 
Prospects. As now constituted Allis- 
Chalmers ranks as a leader in the agri- 
cultural implement field and in the 
manufacture of tractors for road build- 
ing and industrial purposes, as well as 
being the third largest unit in the pro- 
duction of electrical equipment. Ap- 
proximately one-half of the company’s 
gross business is derived from the trac- 
tor and road machinery division, which 
department should report favorable 
Progress during the ensuing months as 
the extensive public works program gets 
under way. Furthermore, the farm 
equipment division should respond to 
improved conditions in the agricultural 

eld as time progresses. While sales 
of electrical equipment may remain 
alge restricted during the early 
ae the outstanding position of the 
ompany in that field assures it of par- 
licipating in the ultimate step-up in 
activity in that field. In view of the 
favorable outlook for Allis-Chalmers 
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Large Profits Are Possible 


If You Buy This $14 Stock 
At The Right Time 


We have discovered a low-priced stock which should benefit 
substantially from better times. This issue, which sells for less 
than $14 a share, is within the reach of all investors. Simply 
fill out the coupon below and the name of this bargain stock 
will be sent to you absolutely free. 











Every investor now wonders if he should hold his stocks for still 
higher prices, or sell now in anticipation of a sharp break to sub- 
stantially lower levels. 

Admittedly this is an important question. To know the correct answer 
is to possess information worth thousands of dollars. Many so-called 
experts do not commit themselves on this question because they do not 
know the answer. They hem and hedge—tell you to hold for the “long 
pull.” But that kind of advice does not satisfy intelligent men and 
women. 

Simply send us your name and address and we will give you our an- 
swer to this question in a straight-forward manner. Our views of the 
future may prove to be wrong, but our advice has been practically 100% 
accurate during the past year. At least, it costs nothing to obtain copies 
of our current Stock Market Bulletins. 


Why This Stock Is An Attractive Speculation 


While the security mentioned above is a well-seasoned issue listed 
on the New York Stock Exchange, it is very low-priced, selling for 
less than $14 a share. This price, in our opinion, is only a fraction of 
its prospective value—and a price which may never again be seen. 

The company representing this stock is both aggressive and progres- 
sive. It is an important factor in its line of business. It is sponsored, 
managed and controlled by thoroughly competent executives. More- 
over, its financial condition is sound in spite of the depression. 

Just to give you an idea of the profit possibilities, if this stock is now 
bought OUTRIGHT—not on a margin—and held only until 1931 prices 
are reached, your profit will be over 60%. When 1930 prices are 
touched, your profit will be 175%. Best of all, there is much to en- 
courage the belief that 1930 prices will be duplicated. 


The name of this low-priced bargain stock will be sent to you abso- 
lutely free, provided only that you have not previously written to us for 
similar information. Also an interesting little book, “MAKING MONEY 
IN STOCKS.” No charge—no obligation. Just address: INVESTORS 
ae no BUREAU, INC., DIV. 451, CHIMES BLDG., SYRA- 

+. # 


SIMPLY FILL OUT THE COUPON BELOW 


Investors Research Bureau, Inc. 
Div. 451, Chimes Bldg., Syracuse, N. Y. 
Send me the name of the low-priced bargain stock which should 


be bought for substantial profit. Also a copy of “MAKING 
MONEY IN STOCKS.” This does not obligate me in any way. 
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Cee eee eee eee EEHEEEEHEEEHE SHEESH EEE HEHEHE E EEE HEH EEE 


Serer e re seseereseeseseeseessesessseessesessas MEALC ser ereeresseesesesesese 


Kindly PRINT name and address PLAINLY 
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ALWAYS the finest tobaccos 
Aways the > finest workmanship 
Aways Luchies please! 


o, ” 
it’s toasted 
FOR THROAT PROTECTION—FOR BETTER TASTE 








*483 PROFIT 
ON $500 CAPITAL 


, 

dn four months we have en- 
abled our clients to take profits 
of 96% on sound, low-priced com- 
mon stocks. Congoleum, recom- 
mendedbelow 17, hasbeenclosed 
out above 24. New York Ship- 
building, advised under 9 }z, one 
week later was closed out above 
17. You can have the full expert 
guidance of this 15-year-old 
market service of the MAGAZINE 
\ oF WALLSTREET at moderate cost. 


©/ STOCKS TO BUY NOW 


Mail this advertisement today for our 
new recommendations, market forecast 
and free booklet on “Margin Trading.” 


THE INVESTMENT AND 
BUSINESS FORECAST 
90 Broad St., Dept. M-16, New York, N. Y. 














WHAT SCHOOL WILL 
BEST FIT YOUR 


CHILD'S NEEDS? 


The School and College Depart- 
ment of THE MAGAZINE 
OF WALL STREET invites 
you to consult it on any school 
question. 


An impartial advisory opinion, 
based upon a study of all 
available material and personal 
contact, will be rendered to 
all inquiries. 


There is no charge for this 


service. 


Acdress: 


SCHOOL and COLLEGE DEPT. 


The Magazine of Wall Street 
90 Broad St. New York City 

















Manufacturing Co. and since liquida- 
tion of your holdings at prevailing 
prices would necessitate the acceptance 
of a rather substantial loss, we are in- 
clined to regard the sale of your hold- 
ings at the present time as unwarranted 
and counsel against such action. 








Uncle Sam Safeguards the 
Investor 


(Continued from page 515) 








resulting to investors from the decep- 
tion which such people practice. It is 
the purpose of the Act to arm investors 
against precisely that kind of danger. 

Is it not the wiser legal advice that 
refuses to accept this statute as a gauge 
of battle between the corporation and 
its investors? The justifiable protection 
to investors which this law provides is 
in itself a protection to the corporation 
that can afford to deal frankly and 
openly with its prospective stockholders 
and bondholders. Compliance with the 
letter and the spirit of the Act and the 
fullest co-operation in the purposes 
which it is so properly designed to 
achieve will benefit the corporation 
which, soundly organized and operated, 
is able and willing to tell its investors 
the truth about itself. It gives to such 
corporations an advantage which they 
deserve over corporations who cannot 
meet the requirements of common hon- 
esty. In the first place it will aid them 
in their financing problems by rebuild- 
ing that public confidence without 
which no return of genuine prosperity 
is conceivable. In the second place it 
will enable the investing public to dis- 
criminate intelligently between those 
who merit its support, and its money, 
and those who do not. 

We hear it said also that the pros- 
pectus required by the Act is unintel- 
ligible to the investor and is too long 
to be of interest to him. Let me say 
that there is nothing in the Act that 
requires the prospectus to be unintel- 
ligible. As for the length of the pros- 
pectus, it is well to remember that the 
economic and financial story of most 
corporate security issues is also long. 
Brief, brilliant prospectuses, such as ap- 
peared so abundantly in the recent past, 
may have consumed less of an invest- 
or's time, but it is likely also that they 
consumed more of his money for pur- 
poses he was not aware of. 

With regard to the prospectus also I 
say that the honest business stands to 
gain immeasurably by what this law re- 
quires. The corporation with a good 
story to tell owes it to itself and to its 
investors to describe its security offer- 
ings in full and to spare no reasonable 

ort in educating the public to read 


and to understand its prospectus. Re. 
cent history has shown only too well 
that this business of persuading invest. 
ors where to place the savings of a life. 
time is not a matter to be taken lightly, 
I may add that we have yet to receive 
a complaint from any investor concern. 
ing the undue length of a prospectus, 

The accounting profession has an 
equally responsible position in carrying 
out the purposes of this Act. It is its 
duty under the law to present the finan- 
cial picture clearly and accurately with. 
out recourse to any of the innumerable 
devices whereby unpalatable facts are 
given a sugar coating or are allowed to 
appear as something other than what 
they are. The accountant is made liable 
to investors under this statute for un- 
true statements, omissions of material 
facts or of facts required to avoid a mis- 
leading result. But he has in fact far 
more than this civil liability to the par. 
ticular investor; he has a professional 
responsibility to the investing public to 
represent things as they are rather than 
as someone might wish them to be. The 
Act requires that the accountant be in- 
dependent, that he be nct interested in 
the company whose books he audits, 
The accountant is not his client’s advo- 
cate. 

There is a wonderful opportunity for 
the accounting profession to render a 
great public service under this law. 
From here and there come the uneasy 
criticisms of those who claim that it is 
unjust to require a company to submit 
an independent audit of its accounts 
before offering its securities for sale. 
I believe that the service which an inde- 
pendent accountant can render to the 
investor is a service which the investing 
public is fully entitled to receive. A 
company that makes no public offering 
of its securities is not required to meet 
the provisions of this Act; but any com: 
pany that proposes to invite the public 
to participate in its undertakings and 
to share its risks is bound to call for an 
independent professional examination 
of its accounts as a basis of letting the 
public know what it is being asked to 
buy. That duty is clear. I do not see 
how it could be otherwise, either before 
the passage of the Securities Act, or 
after. 

Our hope is that the Securities Act 
shall become the means of bringing to 
gether into a closer bond of mutual re- 
sponsibility the business concerns of 
this country and their investors. In 
place of the ancient tradition that the 
world of finance must establish its own 
standards of what investors have 4 
right to know about the business they 
own, the Act sets up those standards of 
candid and straightforward dealing 
which the long, hard experience of 
financial disaster has shown to be the 
only sound ones. The events of recent 
years have proved only too clearly the 
need for an intelligent curiosity upon 
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the part of investors concerning the 
world of business and finance into 
which they pour their savings and from 
which they hope to derive their live- 
hood. I can assure you that anyone 
who might be able to read the letters 
now coming into the Commission from 
investors, from the small investors who 
have lost all that was saved against old 
age, would give unstinted co-operation 
in support of the purposes of this Act, 
and would tolerate nothing less on the 
part of others. 








A New Day Dawns for Oil 
(Continued from page 520) 








tion averages about 400,000 barrels 
daily but could be easily doubled 
merely by opening up wells that now 
stand capped. The cost of production, 
on the average, is below that in the 
United States, hence it would prove 
economical to supply markets where 
lower prices must be accepted from 
such low-cost properties. Some of the 
typical low-cost producers in South 
America are International Petroleum 
Co., Ltd., Creole Petroleum Corp. and 
Pan American Foreign Corp., subsidi- 
aries of Standard Oil Co. of New 
Jersey; and Colon Oil Corp., Venezu- 
dan Oil Concessions and Caribbean 
Petroleum Co., controlled by the Royal 
Dutch-Shell combine; and the Vene- 
zuela Gulf Oil Corp., subsidiary of 
the Gulf Oil Corp. 

So far as the activities of European 
countries with relation to petroleum is 
concerned, these are not especially re- 
assuring to American exporters from 
the long term viewpoint. The trend 
has been toward the raising of import 
duties on refined products with a view 
to forcing importing companies to re- 
fne their oil in the countries into 
which the oil is imported. This has 
been notable in the French policy and 
has been responsible for the invest- 
ment of considerable American capital. 
In other countries, governments have 
attempted to create monopolies con- 
trolling all branches of the oil industry. 
This occurred in Spain several years 
ago. In France a bill is now in the 
making which will be shortly presented 
in parliament providing for creating a 
monopoly in the oil industry. It is 
hot expected that this will be passed in 
its present drastic form, which would 
entail purchase of all existing oil fa- 
cilities in France by the government, 
and naturally involving a tremendous 
financial and technical undertaking. 
However, the trend toward the oil 
monopoly idea has been gaining in 
France, and some regulatory measure 


18 apt to be passed later this year, ac- 
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A Cflerious VACATION 


.-e-moderate in cost 


This yearin Atlantic City, at the Ritz-Carlton, 
you can enjoy all the pleasures of seashore 
life...sports, health, rest and recreation...at 
amazingly moderate costs. 

Yet, as always, the Ritz-Carlton maintains 
its grand tradition of superlative service, mar- 
velous food and complete luxury. Everyroom 
has private bath supplied with both fresh and 
sea water. Ocean bathing direct from your 
room. Dinner and supper dancing in the spec- 
tacularnew Ritz Gardenand Boardwalk Cafe. 


ee 
European Plan see 
THE 

RITZ-CARLTON 


ATLANTIC CITY 
Directed by Ralph Hitz - J. F. Sanderson, Manager 


$Q AND 


Other hotels under Ralph Hitz Direction: Hotel New Yorker and Hotel 
Lexington, New York; Book-Cadillac, Detroit, and Van Cleve, Dayton 











A Sound Investment 


Many Wall Street men have found that living at 
The Croydon pays generous dividends. 

... They enjoy the use of the express subway 
that takes them to their office in only 20 minutes. 

... They enjoy the complete apartment arrange- 
ment with its full-sized kitchen and dining alcove 
plus all the conveniences of a hotel including dining 
room, room food service and maid service—if and 
when desired. 

.. . They enjoy the location—the nearness to 
Central Park and Fifth Avenue, the convenience to 
many fine schools, the sun roof and the playroom 
for the children. 

... They enjoy The Croydon because they get 
their money’s worth. 

Apartments from 2 to 8 rooms at surprisingly 
modest rentals. Furnished or unfurnished. 


Che Cropdon 


one-half block from Central Park 
12 East 86th Street New York 
BUtterfield 8-4000 




















New York Curb Exchange 














IMPORTANT ISSUES 
Quotations as of Recent Date 


1933 
Price Range E 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 96 387% 
Alum. Co. of Amer. Pfd. (114) 77% 37 
Amer. Cit. P. & L. B. (.15).. 65% 3 
Amer. Cyanamid B......... 153% 34% 
Amer. & For. Pr. war....... 13) 2 
Amer. Gas & Elec. (1)...... 17% 
Amer. Lt. & Tr. (2)......... 2634 12 
Amer. Superpower 9 
Assoc. Gas Elec. 
Cities Service Pfd.......... 30 
Colum. G. & E. cv. Pfd. (5). 138 
Commonwealth Edison (4) .. 5 
Consol. Gas Balt. (3.60)... .. 
Cord Corp. (.20 
Elec. Bond % stk.) 
Elec. Bond & Share Pfd. (6). 66 
Elec. Pr. Assoc. (.40) 
Ford Motor, Ltd 
General Aviation........... 


cording to students of the situation. 
France has in mind her interest of 
approximately 23 per cent in the de- 
velopment of the Iraq oil field. This 
oil will not reach world markets until 
1935, however. 

In summary, domestic developments 
far outweigh in importance a little 
changed world situation. In the United 
States, by far the largest market, effec- 
tive production control is in sight. It 
is likely to be followed by a higher and 
more stable price structure, whether 
established by the industry itself or by 
Federal edict. In either event the pros- 
pect for oil securities is substantially 
brightened. 








Mortgage Debts and Build- 
ing Prospects 
(Continued from page 518) 








equity, but few buyers are able or will- 
ing to finance so permanent a thing as 
a home on an all-cash basis. 

Active and large scale construction 
by industrial companies, railroads and 
public utilities, after three years of de- 
pression and depletion of reserves, is 
necessarily a matter of obtaining new 
long-term capital. It was formerly had 
by issuance of securities, especially 
bonds. This market, to say the least, 
is not flourishing. It contends on the 
one hand with a substantial degree of 
investor timidity and caution and, upon 
the other, with rigorous restrictions of 
the Federal Securities Act, since the 
adoption of which new issues have 
been at a minimum. 

As to the effects of potential infla- _ 
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Price Range 
Name and Dividend High Low 
Great A. & P. Tea N.-V. (7).. 18144 128 
Gall Of of Pa......:....... & 24 


Recent 
Price 


Inter. Petrol. (1.12) 

National Aviation 

Nat. Bellas Hess........... 
Nat. P. & L. Pfd. (6) 
Niagara Hudson Pwr. 
je re 
St. Regis Paper 

Salt Creek Pfd. (.80) 

So. Cal. Edison Pfd. (1%)... 
Standard Oil of Ind. (1) .... 





Swift Int’l (2) 

United Founders 

United Gas Corp........... 
United Lt. & Pow. A........ 


tion upon construction and the long- 
term capital and credit markets there 
is abundant room for conjecture and 
variation of opinion. Generally speak- 
ing, fiduciary institutions are not con- 
cerned with the purchasing power of 
the dollar. Causes other than fear of 
inflation account for their inability or 
unwillingness to open up on new 
mortgage demands. 

Although the lending power of pri- 
vate investors is admittedly impaired, 
yet together with a modest trickle of 
loans from a few building and loan as- 
sociations, it accounts importantly for 
the financing of the relatively favorable 
increase in residential building in re- 
cent months. 

Contract awards for residential con- 
struction in thirty-seven states east of 
the Rockies have advanced from a 
daily average of less than $600,000 to 
approximately $1,000,000. They now 
constitute approximately 25 per cent 
of the total volume of construction, 
against 21 per cent in 1932. In 1928 
the more normal figure was 42 per 
cent. 

Opinions differ as to the need for 
construction; as to whether we still 
have an over-built condition. It may 
be cited that the pace of population 
growth has slackened. That is true, 
but some millions of adult men and 
women have become potential home- 
seekers in the last three years. What- 
ever the means, the desire for home- 
ownership has increased, rather than 
diminished. Especially notable is the 
swelling demand for small, highly mod- 
ernized, attractive houses at moderate 
price. 


There is an abundant social need of . 


and desire for public works of various 


kinds. Here the difficulty is the already 


heavy burden of taxation, the shaky 
financial position of various local goy- 
ernmental units and the distaste of the 
citizen for additional taxes. Few ex. 
pect that we will soon enter upon a 
broad era of fresh capital expansion, 
Nevertheless, especially in the interest 
of. modernization and efficiency, indus 
try and business generally unquestion- 
ably can account for a considerable 
backlog of accumualted and deferred 
demand for construction of one kind 
or another. Deferred demand here and 
for residences would without doubt 
support a material extension of recent 
construction gains—without providing 
the foundations for an extended con- 
struction boom—if only the necessary 
financing were forthcoming. 

When all unfavorable factors are 
taken into account, the improvement 
shown thus far this year is more than 
satisfactory. Total contract awards in 
thirty-seven states east of the Rockies 
for the first half of August were $56, 
243,600, a gain of 30 per cent over 
the first half of July, but 12 per cent 
under the corresponding period in 
1932. July awards were $82,693,100, 
against $102,341,900 in June and 
$128,768,700 in July, 1932. 

If construction is again to become a 
pillar of prosperity, there are only 
three courses open. One is the slow 
thawing out of frozen assets, their ad- 
justment downward through agree 
ment or foreclosure and the gradual 
cultivation of a well-understood and 
conservative mortgage money market 
capable of attracting new capital. An 
other is the relief of the present debt 
burden through monetary inflation, a 
method certainly not calculated to 
strengthen the confidence of private 
investors. The third is a much longer 
step toward socialization of the prob 
lem than has yet been taken. 

On this latter course we have already 
made a start. The owners of mortgaged 
homes have become a political factor, 
like the farmer. . Many states have 
been able to do little more than attack 
the problem by means of legalized 
moratoria. The Federal Government, 
however, is supplying active aid in two 
general directions. The Home Own: 


ers’ Loan Act, administered by the 


Home Owners’ Loan Corporation, con 
templates the refinancing of existing 
home mortgages of moderate amount 
to a total of 2 billion dollars. This 
program involves a scaling down of 
existing mortgages and their exchange 
for 5 per cent bonds guaranteed by the 
Government as to interest but not as 
to principal. Loans can be made up 
to 80 per cent of the value of homes 
valued at $20,000 or less. Similarly, 
the Farm Credit Administration is em 
gaged in the refinancing of farm mort’ 
gages on a basis of capital scale-down 
and interest reduction. Both programs 
give promise of affording valuable re 
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lief, but fall far short of anything like 
, complete solution. 

More important to the early prospect 
for construction is the Federal Gov- 
ement’s 3,300 million dollar program 
of public works. This is deliberately 
intended as a primer for the business 
machine, an off-set to the lack of pri- 
yate construction which formerly sup- 
plied so large an impetus. The Fed- 
eral program is now being speeded up. 
It will undoubtedly help in coming 
months to reduce the ranks of the un- 
employed and to stimulate in measur- 
able degree the forward movement in 
business. 

It would be well, however, not to 
expect too much of it. The actual ex- 
penditure of 3,300 millions looms large 
in comparison with a former normal 
construction volume of some 6 billions 
a year, but the Federal expenditure 
will necessarily be spread out over a 
period of several years. Much of the 
work authorized, such as the Tri- 
Borough Bridge in New York City 
and other ambitious undertakings, can 
not be completed in haste. Neverthe- 
less, the Federal program, superimposed 
upon at least a moderate tendency to- 
ward revival in private construction, 
insures some further progress. This 
will bolster the earnings of the stronger 
corporations engaged either directly or 


| indirectly in construction — earnings 


now none too favorable — but in all 


| probability will neither restore the full 
; earmng power of former years nor re- 
} store the industry to its old place in 
; our economic pattern. 


Finally, we are by no means at the 
end of our economic and social re- 
sources. The New Deal at Washing- 
ton has just started. It may in future 
turn to extending Federal credit more 
directly to construction,  socially- 
planned, and especially to desirable 
home-building. The hard-ridden men 
of real estate are even now clamoring 
for such action. They argue that it 
would be just as safe as and more 
beneficial than many of the Govern- 
ment's present credit activities. Why 
not! 
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PRIVATE SCHOOLS 


® Write directly to the headmasters of the two schools below. They 
will be glad to answer any questions you may have. 





¢ For further information write School and College Department, The 
Magazine of Wall Street, 90 Broad Street, New York City. 
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ORK UNIO 
ACADEMY 


Give him what 





MILFORD 


Unusual advantages for college preparation. 
Small classes and individual instruction make 
for thorough and rapid preparation. Enables 
each boy to advance in keeping with his will- 
ingness and_ ability. Directed exercise and 
school teams. L. W. Gregory, Headmaster, Mil- 
ford, Conn, 


Don’t go short on your sun. 
he cannot lose—education. What you put in his 
hand he may lose, but what you put in his head 
and heart is his forever. Let us be a partner 
in your boy’s life. Catalogue, Fork Union 
Military Academy, Fork Union. Va, 








© Information about the following schools and many others is on file 
in our School and College Department. Subscribers who 
choose may write us for complete details which will be sent 


gratis. 
For Boys— For Girls— 

BLAIR ABBOT 

Fully accredited. School of distinctive merit. 
CLARK ANNA HEAD 

Complete preparation. Outdoor life the year round. 
GREENBRIER COLBY 

The school of achievement. Accredited for advanced work. 
MT. HERMON DANA HALL 


Preparation for all ages. 
EDGEWOOD PARK 


Applicants selected on basis of abil- 
ity and need. 


PAWLING Attractive Junior College courses. 
High scholastic standards. FAIRMONT 

PEDDIE Thorough preparation. 
Excellent broad training. HOUSE IN THE PINES 

RIVERSIDE Country school near a large city. 
Distinguished and scholarly. KENDALL HALL 

ROXBURY Excellent location. 


Remarkable college success. KING-SMITH 

RUMSEY HALL Cultural and professional study. 
A home school. LASELL 

TILTON Delightful home life. 


Heavily endowed. PENN HALL 
WILLISTON National patronage. 
The best at a reasonable cost. THE WEYLISTER 
WORCESTER Intensive college and _ secretarial 


Modern school a century old. courses. 


e 
Co-educational 


° 
GEORGE 


Broad cultural courses. 


DEAN 


Liberal endowments permit reasonable rates. 


OAKWOOD 


College preparatory and general academic courses. 
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BANK AND TRUST COMPANIES 


Bankers (3) 


New York (5) 
Public (1.50) 


833 

th 

(1) 15% 

Glens Falls (1.60)............... 273% 
Globe & Rutgers................ @ 

Great American (1).............. 165% 

Hanover F. (1.60) 2654 








Readers’ Forum 
(Continued from page 532) 








time deposit before its maturity, or 
waive any requirement of notice before 
payment of any savings deposit except 
as to all savings deposits having the 
same requirement.” 

Would not these words, if they are 
to have any meaning at all, have this 
meaning: that the requirements as to 
notice of withdrawal of savings de- 
posits might be waived, provided the 
notice is waived as to all savings de- 
posits in a given institution? To the 
undersigned it seems that the legisla- 
tive intention was to provide against 
discrimination rather than against the 
non-exercise of the right to demand 
notice on the part of savings banks as 
to savings deposits. 

We would be glad to know what 
Mr. Hemphill’s reaction is to the above 
suggestion —F. H. HouGHTOoN, Vice- 
President, Cleveland Trust Co. 


The question raised by Mr. Hough- 
ton, will no doubt require clarification 
by some subsequent amendment, un- 
less the complete re-organization of our 
banking system, which I anticipate, 
renders such action unnecessary. 

Taken in connection with the rather 
limited debate, it is quite clear that 
the sponsors of the amendments had 
in mind provision for possible conflict- 


INSURANCE COMPANIES— (Continued) 
Bid Asked 


Hartford Fire (2) 
Home (1 
S| eee 
North River (.60) 
Stuyvesant 
Travelers (16) 
United States Fire (1.20) 
Westchester F. (1) 
SURETY AND MORTGAGE COMPANIES 


Bond & Mtg 
Lawyers Mortgage 
National Surety 


INVESTMENT TRUST SHARES 


Amer. Founders Trust 7% Pfd.... 14 
Collateral Tr. Sh.—A 5 
Amer. & Gen. Sec. $3 Pfd........ 33 
Interl. Sec. Corp. of Amer., Pfd... 15 

Do Cum. Pfd 15 


ing state laws which might place mem- 
ber banks at a disadvantage with state 
competitor banks in the same commu- 
nity. 

The clear central purpose of these 
amendments, however, was to distin- 
guish sharply between time deposits, 
bearing interest, and deposits subject 
to check, without interest, and to pre- 
vent evasion by any device. Any other 
construction would at once defeat these 
measures.—ROBERT H. HEMPHILL. 








What’s Ahead for the 
Market? 


(Continued from page 513) 








the banks do not loosen up adequately 
in lending, the next step will be more 
direct extension of Federal credit if 
it is needed to insure continuance of 
recovery. This would involve the fur- 
ther tapping of bank deposits by sale 
of Government securities, a develop- 
ment that has already gone to abnor- 
mal lengths. It would indirectly in- 
volve an expansion of credit—one of 
the most positive methods of “refla- 
tion”"—but would place the responsi- 
bility of judging credit risks upon 
Washington. 

While closely watching Washington, 
the markets are also looking with in- 
terest in two other directions. Pend- 
ing European developments are not 
without significance to us. In terms 


of both the French gold franc and the 


London free gold market both sterling 
and the dollar continue a gradual drift 
lower. The former “peg” which main- 
tained a stable relationship between the 
pound and the franc has been either 
abandoned or lowered. The pressure 
upon France and other gold standard 
nations will inevitably increase in com- 
ing weeks. It is not improbable that 
the entire world may be off gold with. 
in a period of months. 

Such an event would unquestionably 
bring the fact of currency depreciation 
into sharper psychological focus. It 
might well be followed by the estab. 
lishment of a free gold market here: 
that is, “free” to the extent that the 
Government would permit it to be. 
This would further bring to the pub- 
lic consciousness the reality of currency 
depreciation. From the longer point 
of view, abandonment of the gold 
standard by the entire world would 
most likely turn international efforts 
to the task of getting back on at new 
levels of valuation. 


Retail Sales 


Perhaps more important than what 
Europe does, we wait to see what the 
American consuming public will do in 
the next few weeks. Upon the volume 
of its spending depends success for 
N R A and a renewal of activity in 
industrial production, which, as shown 
by the current indexes of steel opera: 
tions, electric power output and other 
mirrors of industrial activity, has con- 
tinued to sag in more than seasonal 
measure. 

Enlarged payrolls and higher farm 
prices are estimated to have added 5 
billions of dollars to the national ir- 
come. Complete department store and 
chain store sales figures for August 
show a gratifying increase. One of 
the largest chain systems, selling mod: 
erate-priced apparel in localities 
throughout the country, reports the 
gratifying gain of 32 per cent in Aug 
ust sales, as compared with the same 
month last year. There is no indication 
that the general gain has slackened dur 
ing the first half of September, but 
whether it is sufficient in the aggregate 
to deplete existing stocks and stimu’ 
late renewed production remains to be 
seen. Comparison of dollar sales, more’ 
over, with those of a year ago may to 
some extent be misleading, for the 1932 
trend was downward. Even moderate 
gains this autumn would thus show an 
exaggerated percentage figure. 

It should, of course, be borne in mind, 
as such reports are interpreted, that sales 
volumes currently shown are compare 
to a most unfavorable time of falling 
sales last year. Naturally this some 
what tempers the excellence of the 
showing, but it does not destroy theif 
encouraging implication. 
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Bond Prices Hold Firm 
Against Inflationary Doubts 


(Continued from page 523) 








nell 


holding good, sound bonds I face a 
probable loss in my capital’s purchas- 
ing power of, say, 25% and a possible 
loss at the outside of double this. On 
the other hand, any individual common 
sock that might be selected as a sub- 
stitute investment may never move 
marketwise. If this should happen, 
then the loss of purchasing power 
would be the same as in the bonds; 
and should the stock decline in price, 
the loss would be just that much 
greater. Can I afford to take such a 
risk, particularly in view of the fact 
that in bonds the loss of purchasing 
power will be offset to some extent by 
income and probably further offset by 
moderate price appreciation?” 

In answering this question, most in- 
vestors will arrive at a compromise. 
They will hold some bonds and possibly 
buy others in moderate quantities in 
order that part of their capital at least 
may be liquid and immune from any- 
thing approaching serious price depre- 
ciation. They may perhaps consider 
putting a portion of their investment 
funds into bonds of a lower caliber 
than normally would be considered, for 
the reason that as the general price 
level rises and business registers fur- 
ther improvement such issues should 
rise also in reflection of an improved 
standing. It will be found, however, 
that the number of medium grade 
bonds which have not already dis- 
counted an improved standing are not 
as easily found now as they were a 
few months ago and that rather than 
over-relax on quality requirements, it 
probably would be preferable to buy 
common stocks. 








Aviation Enters a New 
Phase 


(Continued from page 522) 








cerned. If this is so, here is yet an- 
other system which should prove en- 

uring. In any event, it is away to a 
good start. 

Pan-American Airways, together 
with the 50 per cent owned Pan-Amer- 
ican-Grace Airways, presents the curi- 
Ous situation that from the point of 
view of route mileage, the largest 
American air transport company op- 
erates entirely outside the country. 
This system, having as its principal 
jumping-off place, Miami, serves the 

est Indies, Central America and 
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both coasts of South America. Early 
this year Pan-American Airways be- 
came a partner with the Chinese Na- 
tional Government in operating the air 
transport system in that country and 
this step, while not particularly im- 
portant in itself, may be looked upon 
as the gaining of an initial foothold 
in the Far East. Likewise, it is worth 
noting that Col. Charles A. Lindbergh, 
the company’s technical adviser, is now 
surveying the possibilities of linking or 
regular schedules the old and the new 
worlds by way of the Northern route 
Active negotiations for using the South: 
ern route, via Bermuda and the Azores, 
have been underway for some time. 


The stock of Pan-American is closely 
held and it is probably no exaggeration 
to say that any one of the other three 
main systems would give their eye teeth 
to control it—Government permitting 
As it is, United Aircraft increased its 
investment in Pan-American last year 
to $1,686,000, representing not far 
from 10 per cent of the latter’s out: 
standing stock. Furthermore, the avia 
tion investment trust, National Avia 
tion Corp. is steadily acquiring more 
Pan-American, its holdings at the end 
of last June standing at 65,447 shares, 
compared with 48,000 shares at the 
end of 1932. General Motors’ aviation 
interests also are said to control some 
Pan-American stock. In view of what 
is happening, it is not inconceivable 
that the individual stockholder in this 
company may find himself one of these 
days in one of those very nice and 
profitable minority situations. 

With this rough background of the 
country’s aviation interests, some con- 
sideration may be given to the outlook 
for trafic and revenues. The long-term 
trafic outlook is clearly excellent. 
Through all the years of depression, 
the passenger and express divisions 
have shown steady increases, and mail, 
too, undoubtedly would have made a 
similar showing but for the unfortu: 
nate increase in postal rates which took 
place a year ago last July. The rise in 
postal rates from 5 cents to 8 cents an 
ounce found immediate reflection in 
lower poundage. For the first six 
months of this year the amount of air 
mail flown registered a reduction of 
nearly 16 per cent compared with the 
first six months of 1932, whereas num- 
ber of passengers increased 2.3 per 
cent, passenger miles nearly 28 per 
cent and express nearly 22 per cent. 


It does not appear likely, however, 
that legislation which so drastically re- 
duced the volume of air mail will be 
allowed to stand. The next Congress 
may well cut the rate on letters to the 
old level of 5 cents, make provision 
for a special letter-card at 3 cents and 
an ordinary post-card at 2 cents. If 
this were done air-mail volume would 
again increase to the general better- 
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The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
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**ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


A COMPLETE FINANCIAL LIBRARY IN 
8 VOLUMES 
These eight Standard Books, published 
by The Magazine of Wall Street, cover 
every phase of modern security trading 
and investing. Available at new low 
hy Write for descriptive circular. 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Bureau 
Forecast, a security advisor service, con- 
ducted by The Magazine of Wall Street, 
definitely advises subscribers what securi- 
ties to buy or sell short and when to 
close out or cover. (783) 


‘*TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


PARTIAL PAYMENT PLAN 
An old established New York Stock Ex- 
change house is issuing a booklet de- 
scribing a method by which listed securi- 
ties may be purchased on monthly in- 
stallments in odd lots or full lots. (813) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
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ELECTRIC BOND & SHARE CO. 
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GRAPHIC CHART 
Graphic Market Statistics, Inc., New 
York, will be pleased to send a free pam- 
phlet containing information regarding 
the value of charts in forecasting stock 
movement. (938) 


MARGIN REQUIREMENTS, 
SION CHARGES 
Springs & Co. have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent to investors and _ traders. 
(939) 


22 MONTHS IN AND OUT OF STOCKS 
Neill-Tyson, Inc., have issued a record of 
market forecasting accuracy. Sent upon 
request with current market forecast bul- 
letins. (951) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Serv- 
ice. Free copy sent on request. (954) 
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Dunscombe & Co., offer 180-page booklet 
containing statistics on securities listed 
on all principal stock exchanges. Copy 
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ANNUITIES EXPLAINED 
One of the largest life insurance com- 
panies has a booklet which describes in 
simple language the different kinds of 
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indicate various forms of guaranteed life 
incomes. Sent upon request. (965) 
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Among the Principal Aviation Companies | 





Name 


Stock’s 
Recent 
Price 


COMMENT 





Aviation Corp. (Del.).............. 


$11 


E. L. Cord controlled transcontinental system. Earned 
13 cents a share first half 1938. Long-term possi- 
bilities interesting. 





Cord Corp. 


This is virtually Aviation Corp., diluted with Auburn 
Sauaeeite and a number of miscellaneous minor 
terests. 





Curtiss-Wright Corp............... 


One of the most a aircraft manufacturers in 
the country. Earned $428,000 first half 1933. Inter- 
est in this company can be obtained through Sperry. 





Douglass Aircraft Co. 


Important maker of military craft which recently 
entered the big transport field. Interest in company 
can be obtained through North American Aviation. 





General Aviation Corp 


General Motors’ first string subsidiary, holding 
among other investments some 43% of North Ameri- 
can Aviation. 





National Aviation Corp. 


Investment trust of the aircraft industry. Principal 
holdings Pan-American Airways and Western Air 
Express, the latter being of General Motors 


part 
system. Asset value June, ’33, $13.35. 





General Motors second string subsidiary. Made a 
small loss for the first six months of 1933. 





The closely held American operator of routes abroad. 
Expanding fast. Earned $1.36 a share for 1932. 





New company built of Sperry Gyroscope, Ford Instru- 
ment and large holdings in C 


‘urtiss- Wright. 





United Aircraft & Transport Corp... 


Completely integrated transport and manufacturing 
unit. 
months 1933. 


Earned 60 cents a common share first six 























ment of the service, equipment and 
personnel. 

Arriving at the question of revenues 
and profits in air transport, one is con- 
fronted with the impenetrable—the ac- 
tion to be taken by a department of 
the Government. At the present time, 
none of our air lines can maintain op- 
erations, let alone improve facilities, 
without governmental aid. To date, 
this has taken the form of greater pay- 
ments for carrying mail than was taken 
in by the sale of airmail stamps. The 
Post Office Department payments are 
the backbone of the industry. They 
represent between 60 per cent and 80 
per cent of the revenues received by 
major transport companies. These pay- 
ments for companies operating domes- 
tically have been summarily reduced 
and for the present year are to be $14,- 
000,000, compared with nearly $20,- 
000,000 for the previous fiscal year. 
Also, it must be remembered that pas- 
senger fares have been reduced dras- 
tically and are now in the neighbor- 
hood of 6 cents a mile, or little more 
than it costs for the better class of sur- 
face travel. Because of these reductions 
in revenues and because technical im- 
provements continue to come fast in 
such a young industry, adding to obso- 
lescence and maintenance charges, it is 
to be doubted whether any of the do- 
mestic companies are more than break- 
ing-even at the present time. 

The situation in regard to Pan- 
American Airways is somewhat differ- 
ent to companie: operating domestic- 
ally, for the former operates under long- 
term contracts with the Government 
and for this reason is protected against 
any such sudden and violent reductions 
as have taken: place in the domestic 
service. Moreover, Pan-American is 
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receiving—doubtless justified by all the 
pioneering which this company has 
done and is currently doing—four or 
five times as much per mile from the 
Government as the companies operat- 
ing within the boundaries of the 
United States. 


Whether the American air trans- 
port industry is to develop from this 
point smoothly and rapidly is clearly 
a question of Government policy. 
With reasonable aid at this crucial 
point in its development it can be 
trusted to do so, gradually gaining in- 
dependence and eventually making 
handsome profits for its stockholders. 
Yet the Government must not aid by 
money grants alone, but also by the 
exercise of a certain amount of intel- 
ligent control. All varieties of cut- 
throat competition which would prob- 
ably lower the high standard of safety 
which is being built up will do untold 
damage and must be kept in check, 
even though we verge on monopoly— 
hated word. On the other hand, should 
the Government carry its economy pro- 
gram over-far, taking the shortsighted 
view, American air transport will de- 
velop but slowly at the best and with 
many technical and corporate break- 
downs. Moreover, the transport fu- 


ture is also the future of the manufac. 
turer. Military contracts, either for 
our own Government or for foreign 
countries, may be calculated upon to 
give the makers of such equipment 
from time to time a little additional 
prosperity. But by and large, and 
over the longer term, the manufacturer 
must look to transport for his greatest 
market. 

Assuming that the great possibilities 
in aviation have been envisaged—a 
task requiring little, if any, imagina- 
tion—a decision on what the Gover: 
ment is going to do in regard to fu 
ture air mail payments is the first real 
and the most important step to he 
taken by anyone contemplating an in- 
vestment in the industry. Should this 
be settled on the side that the Govern- 
ment will foster rather than kill—and, 
of course, recognizing clearly that 
dividends from the common stocks of 
aviation companies is a thing of the # 
more distant future, for, of course, the © 
Government is not going to subsidize 
the industry to the point of common 
dividends — immediately comes the 
problem of specific choice among the 
many companies in which it is possible 
to obtain an interest. Also, shall one 
take one’s aviation neat, or shall one 
take it diluted, and if diluted, how 
diluted, and with what? Truly the 
industry presents an ample choice! 

On the side of making the commit: 
ment in an out-and-out aircraft com- 
pany, it may be said that the selection 
is clean cut—there is only one thing 
to watch, aircraft, one knows for what 
one is paying, and on what one is spec’ 
ulating. On the other hand, dilution is 
merely another name for diversification 
and this has proved at times advan: 
tageous. The degree of dilution is, of 
course, a matter for the individual to 
settle for himself. Carrying the matter 
to extremes, he can obtain, for ex: 
ample, a touch of aviation by buying 
Du Pont, which owns a big block of 
General Motors’ stock, which in turn 
is a power in field—but so weak an 
aviation mixture would admittedly 
satisfy no enthusiast, all of whom un’ 
doubtedly will elect to take a more 
direct participation.. The principal 
possibilities for a speculative sally into 
the aviation field are listed in the ac: 
companying table, with comments cal 
culated to aid in the final selection. 








In the Next Issue 
What Is the Outlook for the Offspring of Drug, Inc.? 


Vick Chemical 


Bristol Myers Sterling Products 


United Drug 


Life Savers 


By Joun D. C. WELDON 


The recent split-up of Drug, Inc., into its constituent companies has resulted in five new entet 


prises which must fend for themselves. 


of the future? Do you know how to extract the cream from the Drug split-up! 


At the outset each is in a fair cash position—but what 


Which of these 


companies offer the greatest profit possibilities for investors ? 
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A Selected Financial Library 








(No.1) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important 
principle neglected by many investors (who too often are 
only good buyers) “When to Sell to Assure Profits.” 


(No. 2) 


Explains the fundamental principles essential to profit- 
able investing under the new market conditions. Written 
during the depression, it outlines the new policies and 
procedure necessary for profitable investing today. 


(No. 3) 


How to Invest for Income and Profit 


What to Consider When Buying 
Securities Today 


Discusses the advantages and disadvantages of the vari- 
ous types of securities as a result of the current business 
situation. Tells what to consider in seizing investment 
opportunities in bonds and common and preferred stocks, 
giving valuable pointers in detecting buying, selling and 
switching signals. Contains a concise, timely, treatment 
of the important phases of currency and credit inflation. 





in 6 Volumes 


HESE are standard books published 

by THE MAGAZINE OF WALL STREET 
on modern security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of research and successful market 
operation—the foremost tried and proven 
methods and the important fundamental 
principles which you can apply to your 
individual needs. 





(No. 4) Financial Independence at Fifty 


Outlines successful plans for investment and semi-in- 
vestment through which you may become financially in- 
dependent. Shows how to budget your income; to save; 
the kind of insurance most profitable, etc. 


Necessary Business Economics for 
Successful Investment 


(No. 5) 


Sets forth the significance of supply and demand, the ef- 
fect of good and bad crops, the ebb and flow of credit 
and similar factors which should help you to recognize 
and take advantage of the trend. 


Cardinal Investment Principles Upon 
Which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided 
only through costly experience. 


(No. 6) 





The entire 6 books are uniform in size and style, pro- 


fusely illustrated with charts, graphs and tables, replete 


>i] with practical examples and suggestions. 


They are all oo 


richly bound in dark blue flexible fabrikoid, lettered in 





Special Offer 


Complete Library of 
Entire 6 Books... $7.50 


and Investing. 


Individual Price of 


Each Book ..... $2.25 
When Sets “ate ee eee ee 
More Books Are PGAP OSB 6035855 26 0500 














Ordered. Each .. $1.50 


gold, and will make a handsome addition to any library. 


Please send me books as listed above: Nos. 1-2-3-4-5-6. 
desired, remitting $2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 


meee eee === CLIP OUT AND MAIL THIS COUPON TODAY=<-=-----20-0-20208 


THE MAGAZINE OF WALL STREET, 
90 Broad Street, New York, N. Y. 
Please send me your complete library of 6 Standard Books on Security Trading 


September 16, 1933 


CJ $7.50 Enclosed. 
(Simply check books 


S| |e Enclosed. 

























“A PERFECT DINNER—AND THE PERFECT CIGARETTE...CAMEL” 


Camels are made 
from finer, MORE EXPENSIVE 
tobaccos than any other 
popular brand 


THE successful hostess plans her 
menu with great attention to fla- 
vors. However famous her mush- 
room soup may be she does not 
serve it before roast duckling, but 
offers instead a simple bouillon. 

After fine food only fine to- 
bacco can be really enjoyed— 
that is why Camels are so often 
served in homes famous for their 
thoughtful hospitality. 

Leaf tobacco for cigarettes can 
be bought from 5¢ a pound to 
$1.00, but Camel pays the mil- 
lions more that insure your 
enjoyment. 

Jewels by Marcus _ Linen by Mossé 
Crystal by Plummer 
Flavor and mildness by Camel 


i 
Copyright, 1988, R. J. Reynolds Tobacco Company | 








BF SERENE IS 











